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Executive Summary 


The expansion of the Welland Canal in 1932 and the opening of the St. 
Lawrence Seaway in 1959 were two major developments in transportation 
infrastructure which facilitated the evolution of the transfer elevator 
system east of Thunder Bay. Once constructed the Welland Canal 
faciliated lake vessel travel through the Great Lakes to St. Lawrence and 
Maritime ports. The St. Lawrence Seaway system made vessel movement 
along the Seaway more efficient by eliminating the need for canal vessels 
which used to transfer grains and permitted larger vessels to use the 
route. 


Transfer elevator construction which began in the early 1900's 
intensified in the years between 1910 and 1930, and then tapered off in 
the ensuing period. The number of elevators reached its highest point in 
1960-61 when 32 units were in existence. Since then, the number has 
dropped to 24 in 1985-86 with one, Montreal No. 3, slated for closure in 
1987. The rather significant drop (25 percent) in elevator numbers 
resulted in a relatively small decrease (13 percent) in total elevator 
system storage capacity which was at 3.4 million metric tonnes in 1986. 


There are several reasons for the reductions of the number of eastern 
transfer elevators. The most important causes for closure stem from 
reduced storage and throughput activity, and the deterioration of some 
structures. Reduced grain volumes at some elevators became inevitable 
once the Welland was constructed. Before the construction of the Canal, 
traffic moved from Thunder Bay to either Georgian Bay or Lake Huron from 
where it was forwarded by rail further east and then transfered to draft 
vessels. Expansion of the Welland had the effect of reducing traffic 
volumes to Georgian Bay and Upper Great Lakes ports by facilitating the 
use of larger vessels thereby diminishing the role of some elevators in 
the eastern grain handling system. 


The eastern transfer elevator system could be broken down into five 
groups. One, the Georgian Bay group consists of three elevators at 
Midland, and one each at Port McNicoll, Collingwood and Owen Sound. Two, 
the upper Great Lakes group consists of two elevators at Goderick and one 
each at Sarnia and Windsor. In the third group -- Lower Lakes/Upper St. 
Lawrence -- there are three elevators at Port Colborne and one at 
Prescott. The major functions of elevators in these three groups are the 
storage of Ontario and Western produced grain for eventual marketing; 
and, the transfer of grain from lake vessels to railway cars for shipment 
to Lower St. Lawrence and Atlantic ports. The fourth group -- Lower 
St. Lawrence elevators -- comprises three at Montreal and one each at 
Sorel, Trois Riviéres, Quebec City, Baie Comeau and Port Cartier. Most 
of these are high throughput elevators which facilitate Canada's export 
grain trade. The final group of elevators is located on the Atlantic 
Coast and comprises one each at Halifax and Saint John. They serve both 
the local domestic market and Canada's export grain trade. 
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In terms of grain receipts and shipments, the Lower St. Lawrence 
group of elevators is the most dominant. These elevators handle 
more than 40 percent of total Canadian grain exports. The other 
elevators play a complementary role in that they provide valuable 
storage space for Ontario and Prairie grain so that marketing 
acitivites are spread out over an extended period of time. They 
also concentrate, to some degree, on serving the domestic flour 
milling and feed industries. 


The modes of transportation to and from elevators are usually 
water, rail, truck and, in some instances, spout. Western produced 
grain normal ly moves by train to Thunder Bay then by vessel] or train 
to Lower St. Lawrence and Maritime ports. In some instances grain 
moves from Prairie locations to export positions on the St. Lawrence 
by train only. Ontario produced grain going. to the domestic market 
and nearby transfer elevators for storage moves by truck. It then 
moves by vessel or train to Lower St. Lawrence or Atlantic export 
positions. To qualify for the 'At and Fast subsidy' producers must 
allow the grain to move ex-water from Georgian Bay and/or Great 
Lakes transfer facilities. The routing and additional handling of 
grain using the 'At and Fast' route have implications for system 
efficiency. 


The 'At and East' freight subsidy affects the long term 
viability of some transfer facilities. Those that appear to be most 
affected by the subsidy program are two at Midland, one each at Port 
McNicoll, Owen Sound, Halifax and Saint John. The reason for this 
is the fact these elevators, in particular, handle a very large 
proportion of 'At and Fast' grain relative to their total grain 
handling activity. In 1985, the subsidy amounted to $23.04/tonne 
for grain and $63.58/tonne for flour. 


In comparing various routes and associated costs of positioning 
Ontario and Prairie grain and flour at export positions it is quite 
clear that the most costly and inefficient route is the 
"At and Fast'. The least costly option is the rail-water route. 
However, in the case of flour, the least cost option would involve 
the milling of grain into flour at the port of export, eg. Montreal, 
instead of the current practice of milling at mostly inland points. 
The 'At and East' program, while costly to Canadian taxpayers in 
general, does provide benefits to some sectors of the economy. 

Among the beneficiaries are Ontario and Prairie grain produers, some 
transfer elevators, eg. Port McNicoll and Halifax, companies which 
own small, old bulkers, the railways and the flour milling industry. 


In the absence of the subsidy program some economic units that 
are most affected by its presence would have to re-orient their 
acitivites or go out of business. This is probably true of a number 
of eastern transfer elevators and, to a lesser extent, inland flour 
mills. It is doubtful that elimination of the subsidy would have a 
Significant effect on the western Canadian grain industry. It would 
necessitate some adjustments to the storage and transportation 
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of Ontario produced grain. One major likely benefit of eliminating 
the subsidy is that such action would probably lead to a faster 
rationalization of the eastern transfer elevator network and 
cost-efficient movement of grain along the St. Lawrence Seaway 
system. 


In terms of the viability of the eastern transfer elevator 
network, other circumstances apart from the absence of the 'At and 
East' have to be considered in assessing this prospect. In the 
absence of the 'At and Fast' a greater proportion of grain would 
move through Lower St. Lawrence elevators which are the dominant 
group in terms of grain handled. While it may be true that the 
number of elevators could fall to 18 from the current 24 as a result 
of the elimination of the 'At and Fast', this reduction, although 
large, would not threaten the long term viability of the system 
since most of the elevators that would be affected are storage 
facilities eg. Midland and Port McNicoll, and government assistance 
could foster the development of alternative storage facilities. 


It would appear that the future viability and performance of the 
eastern transfer elevator network depends, to a greater degree, on 
Canada's ability, through the Canadian Wheat Board, to market its 
grain and grain products through the Great Lakes/St. Lawrence Seaway 
System. There are a number of factors which affect the Seaway 
route, eg. costs, strikes and alternative routes for moving grain. 
Once production levels are achieved, the eastern transfer network 
should get its share of throughput if the markets are available and 
the factors affecting the Seaway route do not put it at a distinct 
disadvantage relative to competing systems. 
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CHAPTER 1 
INTRODUCTION 


From an agricultural standpoint, the eastern transfer elevator system 
is an integral part of the collection and distribution system for Canadian 
grains. The system serves as a conduit for the western and eastern 
Canadian grain trade. In large measure, this elevator network is 
especially important to the Ontario grain industry which relies on many of 
these facilities to provide storage space for the eventual marketing of its 
crop in the domestic and international market place. Roughly half of 
Western Canada's grain exports also pass through these facilities. 


In recent times, considerable attention has been focussed on the 
freight rates that shippers pay to transport their product through the 
transfer system. There is evidence that federal government assistance to 
producers through subsidization of freight rates has affected the viability 
of some elevators, especially those in the Georgian Bay region of Ontario 
and on the Atlantic coast. This subsidy program, termed the ''At and East"' 
rates, has been in place since the early 1960's, but it has not generated 
the level] of emotion and intensity of debate in the agricultural sector 


observed during the period when the Crow rates were under review. 


Much of the research work relating to the eastern transfer elevator 
system has concentrated attention either on the impact of the At and East 
subsidy program on these facilities and other components of the grain 
handling and transport system or on the broader question of eastern grain 
-handling and transportation system efficiency. Some of the studies are 


discussed briefly below. 


The Canada Grains Council issued a report in 1979 entitled Eastern 
Grain Handling and Transportation Report’. The report discussed, among 
other things, the mode of grain transport, storage capacity of transfer 
elevators, "At and East'' freight rates and Feed Grain Policy. It made 
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recommendations covering all aspects of the study. In terms of the ''At 
and East" rates, it recommended continuation of the subsidy program. 
With regard to transfer elevators, the report recommended the upgrading 
of the Halifax elevator, the installation of facilities for receiving 
grain from self-unloading vessels at the port of Saint John and the 
enhancement of storage space at elevators number 3, 4 and 5 at the port 


of Montreal. 


In 1980, Westburn Consultants, on behalf of the Grains Group 


published a report on Demand for Grain Handling and Transportation 


Capabilities in Canada To 1990-An Eastern Perspective. Westburn 


concluded that there were a number of areas where additional capability 
would be required by 1990. Among the major requirements were: a) 
additional hopper cars in Western Canada; b) possible additional capacity 
at Thunder Bay; c) additional lake carrying capacity; d) additional 
transfer elevator capacity on the St. Lawrence; and e) review of 


continued use of Maritime ports and At and Fast rates. 


This was followed by another study in 1982 - Towards a more Efficient 
Handling and Transportation System in Ontario? - which examined 
transport and handling issues in Ontario. The general conclusions of 
this study were that a decision should be taken as to whether or not it 
is desirable to subsidize export flour. If sufficient justification 
exists, there may be more effective methods of subsidization than 
employing the At and East; the At and East subsidy should be removed with 
respect to grain; there should be increased rail receiving and unloading 
Capabilities in the Lower St. Lawrence. The Canadian Wheat Board's rail 
program should be expanded. Other recommendations included: continued 
utilization of the Ontario transfer/laker/ St. Lawrence transfer route 
for the positioning of Onatrio export grain in Lower St. Lawrence 
elevators; continued expansion of on-farm storage and drying capacity 
sufficient to handle expected Ontario production increases; increased 
direct rail of Prairie domestic and export grains to Eastern Canada; and 
designation of the Ontario transfer elevators as a distinct category unto 
themselves for licensing and establishment of allowable tariffs by the 
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Canadian Grain Commission. Because it concentrated mainly on the Ontario 
grain handling and trasport system this study side stepped some broader 
system efficiency issues in Eastern Canada. 


Two studies were released by the Canadian Transport Commission in 
June 1984. var by the Economics and Social Research Branch, examined 
the impact of the At and Fast grain and flour subsidy program on the 
various sectors of the economy which derive benefits from or are affected 
by its existence. The study identified certain inefficiencies associated 
with the program notwithstanding the benefits which accrue to certain 
sectors. The eehent by the Planning and Evaluation Directorate, used 
cost/benefit techniques in evaluating the At and Fast program. It is 
Similar to the Social Research Branch study in identifying the 
beneficiaries of the program and the inefficiencies associated with its 
application. It is different in the sense that it identifies specific 
benefits and costs, in dollar terms, of keeping the program or opting for 


alternatives. 


These studies and others have contributed to our understanding and 
appreciation of the grain handling and transport system in Eastern 
Canada. However, none of them has dealt exclusively with the eastern 
transfer elevator system and its role in facilitating Canadian grain 
production and trade. This study is intended to fill that void. 
Although it stresses some of the issues, for example the At and East 
subsidy program, discussed in the other studies, it is different in that 
it examines the transfer network strictly from an agricultural point of 


view and does not look at overall port performance. 


The study consists of four chapters. Chapter two profiles the 
eastern transfer elevator system in terms of its evolution, ownership, 
location, productivity and the origin and destination of grain receipts 
and shipment at each transfer facility. The focus of chapter three is on 
freight rates/tariffs for positioning grain and flour moving east of 
Thunder Bay. This chapter also discusses the At and East freight rates 
and their impact on various components of the system, especially grain 
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producers and the transfer elevator network. As well, it examines 
possible alternative routing of Ontario and prairie grain. The final 
chapter discusses the future of the transfer elevator network in terms of 
circumstances that would likely affect the Great Lakes/Seaway traffic 


activity. 
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CHAPTER 2 


A PROFILE OF THE EASTERN TRANSFER ELEVATOR SYSTEM 


A profile of the eastern transfer elevator system is presented in 
this chapter. A transfer elevator is described in the Canada Grain 


Act as: 


a) "An elevator in the Western Division or the Eastern Division 
the principal use of which is the transfer of grain that has 
been officially inspected and officially weighed at another 


elevator, and 


b) An elevator in the Eastern Division, the principal uses of 
which are the transfer of grain that has been officially 
inspected and officially weighed at another elevator and the 
receiving, cleaning and storing of eastern grain or foreign 


gram.‘ 


The eastern transfer elevator system has evolved as a result of 
two major developments in transportation infrastructure. The first 
related to the expansion of the Welland Canal in 1932. This allowed 
lake vessels to travel through the Great Lakes with commodities bound 
for export at St. Lawrence or Maritime ports. Before the expansion of 
the Welland Canal, lake travel was restricted by the inadequacy of the 
Seaway system. Traffic moved from Thunder Bay to either Georgian Bay 
or Lake Huron from where it was forwarded by rail further east and 
then transferred to shallow draft vessels. The expansion of the 
Welland Canal has also had the effect of reducing traffic volumes to 
Georgian Bay and Upper Great Lakes ports since it facilitated the use 
of larger lake vessels through the waterway. 


The other major development was the opening of the St. Lawrence 
Seaway in 1959. Once the Seaway was opened for business it eliminated 
the need for canal vessels which were used for the transfer of grain. 
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As a result, the port and transfer elevator facilities along the St. 
Lawrence river which were originally designed for the transfer of 
grain from shallow canal vessels to ocean ships, and for the storage 
of export grain, were able to accept greater traffic volumes and 
encourage additional throughput activity. The Seaway route 
facilitated travel from Thunder Bay directly to export positions on 


the St. Lawrence river and locations further east. 


In terms of location, ports located on the easter shore of Lake 
Huron are known as the Georgian Bay and Upper Great Lakes Ports. The 
Georgian Bay group consists of Collingwood, Midland, Owen Sound and 
Port McNicoll while the Upper Lakes group consists of Goderich, Sarnia 
and Windsor. These ports experienced some decline in business when 
the Welland Canal was expanded in 1932. Other ports located on the 
Lower Lakes and Upper St. lawrence were also affected by this 
development. This group consists of three elevators at Port Colbourne 


and one at Prescott. 


Further downstream on the Lower St. Lawrence is another group of 
ports consisting of Montreal, Sorel, Trois Rivieres, Quebec, Baie 
Comeau, and Port Cartier. Elevators at Montreal, Sorel, Trois 
Rivieres, and Quebec City were initially constructed to facilitate the 
transfer of grain from shallow draft canal vessels to ocean ships. 
Moreover, these elevators were designed as storage facilities in order 
to position grain for the export market and to serve the local market 
on a continuous basis. However, the storage function of these 
elevators was relegated to secondary importance in the 1960's as large 
volumes of grain moving through these ports required the development 


of additional throughput capacity. 


The transfer elevators at Baie Comeau and Port Cartier were 
constructed as a result of the strong export demand for grain through 
the Lower St. Lawrence Ports plus the development of large iron ore 
deposits to the north of the St. Lawrence. These deposits allowed 
lake vessels to utilize their capacity more efficiently through back 


TABLE 1 


Historical Record of Eastern Transfer Flevators by 
Crop Year, Number and Storage Capacity 


Crop Year No. of Transfer Storage Capacity 
Elevators (Tonnes ) 
1955-56 30 2,508,771 
1956-57 30 2,561,024 
1957-58 30 2,561,024 
1958-59 of 2,564, 426 
1959-60 31 2, 660,260 
1960-61 ay 5, 005.552 
1961-62 OZ 3,019,684 
1962-63 30 3,040,530 
1963-64 SZ 3,348, 860 
1964-65 SZ 3, 369, 860 
1965-66 ay 3,425,870 
1966-67 oI S,A20, 710 
1967-68 31 3,426, 710 
1968-69 ol 3,712, 680 
1969-70 30 3,691,680 
1970-71 30 3,691, 680 
1971-72 29 SLE: tego) 
1972-73 28 A iish: doo BFA J) 
1973-74 28 3,500, 250 
1974-75 28 555000250 
1°75-76 27 34255 720 
1976-77 26 3, 4115720 
1977-78 27 Ce VASE CYA 
1978-79 27 5,485, 570 
1979-80 fad 3,527,380 
1980-81 Ze] 3,586 51.00 
1981-82 id) Soe2540U 
1982-83 27 3,690, 430 
1983-84 25 3,466, 390 
1984-85 25 3, 466, 390 
1985-86 24 3,436, 730 


Sources 


Canadian Grain Commission, Grain Elevators In Canada 
Crop Years 1955-56 to 1985-86. 
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haul from the lower St. Lawrence. However, backhaul opportunities have 
dropped off significantly due to slack demand for iron ore deposits. 


The final group of eastern transfer elevators is located at the Atlantic 
ports of Halifax and Saint John. These ports are ice free in winter months 
and they serve both the local and export market when navigation is 


impossible along the St. Lawrence Seaway. 


Over the years, the number of transfer elevators has declined 
considerably. Table 1 shows that between 1965-66 and 1985-86 the number of 
elevators fell from 32 to 24, a decrease of 25 percent. Another elevator, 
Montreal No. 3, is slated for closure sometime in 1987 due to its declining 
throughput and deterioration. There are a number of reasons for this 
reduction in elevator numbers. Some closures resulted from the drop in 
volume of grain handled. For example the elevators at Kingston and Toronto 
became obsolete due to steadily decreasing grain traffic through these 
facilities. In other cases, the structures had deteriorated to the point 
where it became economical to destroy the building rather than do 
renovations eg. Montreal Nos 1 and 2. Two elevators in Atlantic Canada-St. 
John and West Saint John 'B'' - closed because of a combination of the 
circumstances mentioned above. The closure of these elevators has not 
affected volumes at other storage oriented elevators in a significant way. 
Rather, it has served to increase the throughput at Lower St. Lawrence 
transfer facilities. 


Table 2 shows the regional distribution of transfer elevators. Ontario 
is the dominant region with 14 located at various points across the 
Province, Quebec has 8 while New Brunswick and Nova Scotia have one each. 
An abbreviated profile of transfer elevators in Fastern Canada is presented 
in Table 2. 


Of all the eastern transfer elevators, those located on the Lower 
St. Lawrence are the most efficient. Using turn rates as a measure of 


0h 


TABLE 2 
Summrized Profile of Eastem Transfer Elevators 


Transfer Elev. Elevator Initial Year Licensee/ Function Rai lway(s) 
'y Location Capacity of Const ruction* Serving 
(tonnes 
INTAR IO 
Prescott 154, 020 1930 Canada Ports Grporation Transfers grain from lake vesse] 
to rail cars. Provides grain storage. C.N.-C.P. 
Port lborne 84,010 1909 Port Olborre Grain Transfers grain from lake vessels to 
Teminal -Division of tai) cars. Stores grain. 
Goderich Elevators Ltd. CNet P. 
Port Colborne 63, 010 1910 Maple Leaf Mills Ltd. Services Local flour mill. CN. 
Port Glborne 59, 650 1940 Robin Hbod Multifoods Inc. Services local flour mill. CN. 
Nindsor 56, 010 1980 United @-operatives of Provides Storage for nearby 
Ontario and Patrons oilseed crushing Plant. 
Elevator Ltd, CN. -C.P. 
Samia 151, 220 1927 Maple Leaf Mills Ltd. Transfer of grain from lake vessel 
to rail cars. 
Provides grain storage. CN. 
Goderich 84,010 1906 Goderich Elevators Itd. No.1 Transfer of grain from lake vessel 
to rail cars. Grain storage. CN. -C. P. 
Goderich 44, 810 1910 Goderich Elevators Itd. No.2 Transfer of grain from lake vessel . 
to rail cars. Grain storage. GIN: =GP. 
Owen Sound 112,020 1925 The Great Lakes Elevator G. Transfer af grain from lake vessels 
Ltd. to rail cars. 
Provides grain storage. CN. -C.P, 
Gol ingwood 56,010 1929 Gl lingwood Terminals Ltd. _—‘ Transfer of grain from Jake vessels 


to rail cars. (Capable of cleaning, _ 
drying, aerating and processing grain. CN. 


Fort McNicol 182, 030 1910 Maple Leaf Mills Itd. Transfer of grain from lake vessels 
to rai] cars. grain storage. CoP, 


.../cont. 
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TABLE 2 (continued) 
Summarized Profile of Eastem Transfer Elevators 


Transfer Hlev. Elevator Initial Year Licensee / Function Rai lway(s) 

by Location Capacity of Construction* Serving 
(tonnes) 

Midland 74, 210 198 Ogilvie Mills Itd. Services the local flour Mill. CN. -C.P. 

Midland 119, 020 1927 Maple Leaf Miljs Itd. Services the loca] flour mill. CP: 

Midland (Tiffin) 130,220 1908 Gnadian National Railways Transfer of grain from lake 


vessels to railcars and storage of 
Ontario and Western produced grains. CN. 


QUEBEC 
Montrea) #3 123, 200 1924 Montreal Port Grp. Receives grain from lake vessels 

amd railcars and ships grain by 

ocean vessel, rai] and truck. C.N. -C. P. 
Montreal #4 262, 000 1963 Montreal Port Gm. Receives grain from lake vessels 

and rail cars and ships grain | 

by ocean vessels, rai] and truck. C.N. -C. P. 
Montreal #5 130, 000 1905 Montreal Port Grp. Receives grain from lake vessels 

and rail cars and ships grain 

by ocean vessels, rai] and tnxk. C.N. -C.P. 
Sore] 1 46, 460 1929 Sorel Elevators Ltd. Receives grain from lake vessels 

and transfers grain to Ocean ships. CN. 
Trois Riviéres —_ 167,380 1936 ULS Intemationa) Inc. Recei ves grain from lake vessels 

and transfers grain to Ocean ships. CN. 
Quebec City 224,030 Bunge of Canada Ltd. Receives grain from Jake vessels 

and transfers grain to Ocean ships. C.N.-C.P, 
Baie Comeau 469, 840 1960 Cargill Ltd. Transfer af grain from lake 

vessels ocean ships. mot on track 
Fort Cartier 292, 980 1967 Joint venture Between Transfer of grain from lake ; 

Louis Dreyfus Canada Ltd., vessels ocean ships. not on track 


amd Range Grain . Itd. 
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TABLE 2 (continued) 
Summarized Profile of Eastem Transfer Hlevators 


Transfer Elev. Elevator Initial Year Licensee / Function Rai lway(s) 
by Location Capacity of Gnstriction* Servirg 
(tonnes) 
NOVA SCOTIA 
Halifax 144, 290 1925 Halifax Port @rporation Receives ard ships grain fron rail 
amd vessels. Provides storage. CN 
NEW BRUNSWICK 
West St. John 44,160 1929 Maple Leaf Mills Ltd. Transfers grain from rail to vessel. . 
Provides storage. CP: 


Sources: (Ganadian Grain Gnmission, Grain Elevators in Gnada and Gnada Grains Gumcil, Easter 
Grain Handling ard Transportation Report, Apri] 1979. 


*Additions ard renovation have been dore on nearly all of these elevators since the initial year 
of construction. 
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TABLE 3 
Fastem Transfer Elevators by 
Location, Crop Year and Tum Rates 


| 1974-75 1979-80 1984-85 


Tum Tum Tum 
Location Capacity Shipment Rate  Gpacity Shipment Rate Gspacity Shipment Rate 
-(Tonres) - -(Tonnes) - -(Tonnes) - 

GEORGIAN BAY 
Collingwood 56, 010 99,586 1.8 56,00 118,607 2.1 56, 010 81,074 1.4 
Midland--Ogi! vie 74,210 164,062 2.2 74,210 150,165 2.0 74,20 | 56, 883 2.1 
Midland--QR 130,220 205,920 1.6 1:20, 220 ony E855) .4 130,220 122,830 1.0 
Midland-Maple Leaf 119,020 199,714 1.7 119;0205 1747780nnIeS 119,020 185,921 1.6 
Owen Sound 142,020. 140.658 1.35 112,020 120,144 1.1 112,020 146,280 b.3 
Port McNicol 182,030 224,973 1.2 182,030 209,175 1.6 182,030 222,072 1.2 

Average 1.6 126 134 
UPPER GREAT LAKES 
Goderich--No.1 84,010 224,592 2.7 | : 
Goderich--No. 2 44,810 119,874 2.7 128, 820* 458,716 3.6 128,820* 427, 436* 3.3 
Samia 151,220 373,091 Zi5 150,220. 5753509 * 556 151,220 624, 372 4.) 
Windsor : : 56,010 55,467 0.9 56,010 607,26 10.8 


Average Xb as Sil 
LOWER LAKES/UPPER ST. LANRENCE 


Kingstor* 65, 810 O72475 10 65, 810 aha led 
Port lborne--Goderich 84,010 145,763 1.7 206, 670*  238,26* 1.6 206, 670 118,161* 0. 6 
Port Glbome-Mple leaf 63,010 n/a 
Port ®lborne--Rbn Hood — 59, 650 n/a 


Prescott 154,020: 3274, 074 «1.8 154,020 309,866 2.0 154, 020 95, 734 0.6 
Toronto* 112,020 n/a 112, 020 305, 994 Za. . 
Average is ae) “0.8 
LOWRR ST. LAWRENCE 
Mont real --No. 1* 1123020 . 328, 383aq%2.9 112,020 412.2742 5.7 
Mont real --No, 2% 74,550. 218,972 229 - - = 
Mont real --No. 3 140, 020 526, 048 3.8 140, 020 317,844 2.3 140, 020 376, 229 ya 
Mont real --No. 4 154,020 1,307,7% 8.5 184,020 1,805,173 12.3 262,020 2,034,483 7.8 
Mont real --No. 5 142, 820 612, 250 4.3 142,820 494,405 3.5 142, 820 539, 626 3.8 
Baie Gmeau 385,820 1,818.70 4.7 413,840 2,598,711 6.3 469,840 2,752,789 5.9 
Port Grtier 292,980 2,883,746 9. 8 292,980 4,788,131 16.3 292,980 3,367,602 ph ees 
Quebec Gity 224,030 1,492,800 6.7 224,030 4,249,688 19.0 224,030 3,455,255 15.4 
Sore] 1 46, 460 803, 078 6.) 146,460 1,814,979 12.4 146,460 137,768 0.9 
Trois Rivieres 164,660 723,118 4.4 164,660 1,462,572 89 167,380 878,30 5.2 
Average 5.4 O04 G/ 


cont/,.. 
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TABLE 3 (contd') 
Eastem Transfer Elevators 
by Location, Crop Year and Tum Rates 


1974-75 1979-80 1984-85 
Tum Tum Tum 
Location Gpacity Shipment Rate § Gapacity Shipment Rate Capacity Shipment Rate 
-(Tonnes) - -(Tonnes) - - (Tonnes) - 
ATLANTIC PORTS 
Saint Jbhn* 14, 000 28; 756:) 52.4 
Nest Saint John* 28,000 150,46 5.4 oe } 
West Saint John 44,160'° 237,570 5.4 44,160 438,538 9.9 44,160 209,362 4.7 
Halifax 144,290 459,67 3.2 144,290 430,468 3.0 144,290 293,335 2.0 
Average 0 6.5 3.4 


+ (Capacity and shipment volumes for Goderich nos. 1 § 2. ; 
* (Capacity and shipment volumes for only CPC Port lborme elevator. 
x These elevators are no longer in business. 


SOURCES: Canadian Gain Gmmission, Grain Elevators In Canada and Ganada Gains Guncil, Grain Movements 


through the Fastem Transfer Elevator Systen. 
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elevator efficiency, Table 3 shows that between 1974-75 and 1984-85, 
Lower St. Lawrence elevators individually and as a group consistently 
have higher turnover ratios. Those located in Georgian Bay, Upper 
Great Lakes and Lower Lakes/Upper St. Lawrence have generally 
experienced less than three turns per year. In large part this 
reflects the impact of direct routing of grain to the Lower 

St. Lawrence for export and the storage orientation which most Ontario 
facilities have assumed. Elevators located in Goderich, Sarnia and 
Windsor, although not as efficient as those further downstream on the 
Lower St. Lawrence, could realize improved efficiency, in part, . 
because of their location in the major crop producing area of Southern 
Ontario. 


2.1 GRAIN MOVEMENTS THROUGH THE TRANSFER ELEVATOR SYSTEM? 


The grain handling capability and role of each elevator within the 
transfer network are, to a large extent, dependent on its location. 
High throughput facilities located on the Lower St. Lawrence tend to 
handle more grain traffic than those elevators located elsewhere. 

This section examines the origin and destination of grain receipts and 
shipments at each transfer elevator. This traffic flow is analyzed in 
terms of type and proportion of grain and the modes of transport 


involved in the transfer function. 


Table 4 shows that eastern transfer elevators play a very 
important role in Canada's export grain trade. Between 1975-76 and 
1983-84, these elevators have consistently handled more than 50 
percent of Canadian grain exports. Since 1982-83, however, the 
eastern share has declined as a result of weak demand for Canadian 
grains through these ports. The Lower St. Lawrence group has figured, 
and continues to figure, prominently in export shipments. Over 40 
percent of Canada's grain exports and 80 percent of exports moving 
east of Thunder Bay have been handled by these facilities. These 
elevators not only facilitate Canada's export grain trade but also 


assist in securing local domestic requirements. 
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TABLE 4 

BULK EXPORTS OF GRAIN BY PORT, 

CANADA AND EASTERN CANADA 
("000 TONNES) 


Bee ek ee Eee ees Ce el DU 


(ROP ST. LAWRENCE ATIANTIC ~=THNDRR) FASTIN CN -_CTOTAL 

YFAR PORTS PORTS BAY PORTS TOTAL CANADA 

1975-76 8, 444 865 548 9, 857 17, 247 
(49. 0)* (5.0)* C622)" (57:2)% 

1976-77 8,144 792 1, 050 9, 986 18, 351 
(44, 4) (4.3) (5. 7) (54. 4) 

1977-78 9, 247 806 O16 10, 969 20, 224 
(45.7) (4. 0) (4.5) (54. 2) 

1978-79 7, 946 575 742 9, 263 18, 234 
(43. 6) (2) (4. 0) (50. 8) 

1979-80 9, 886 801 1,225 11,912 21,739 
(45.5) (627) (5. 6) (54. 8) 

1980-8) 9, 656 730 809 11,195 2,185 
(45. 6) (3.4) (3. 8) (52. 8) 

1981-82 11,957 862 908 ine 26, 049 
(45.9) (3-5) (3.5) (52.7) 

1982-83 14,618 657 607 15, 882 28, 295 
(51.7) (2,3) CAD) (56.1) 

1983-84 14, 381 760 883 16,024 29, 441 
(48. 8) (2. 6) (3. 0) (54. 4) 

1984-85 9, 542 450 917 10, 909 22,025 
(43,3) (2.0) (4. 2) (49. 5) 

1985-86* 9,148 616 825 10, 589 23, 221 
(39. 4) a7) (3. 6) (45. 6) 


+ () Expressed as a percentage of total Canadian exports. 
* Based on data as of Jily, 1986. Hence, mumbers represent only 


preliminary estimate. 


SOURCE: (Ganada Gains Guncil, Statistical Handbook, 1986. 
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A brief description of each elevator's role in eastern grain handling 
in the period 1981-82 to 1985-86 is presented below. 


2.2 GEORGIAN BAY ELEVATORS 
Collingwood 


Between 1981-82 and 1985-86, Collinawood's average grain receipts 
were just over 90,000 tonnes (Table 5). This volume represented only 0.5 
percent of total average receipts, in the same time frame, at transfer 
facilities in Eastern Canada. A significant portion of receipts at this 
elevator, about 70 percent, originated from Western Canada, 24 percent 
came from local sources and 6 percent originated from the U.S. Western 
Canadian arain receipts comprised mainly wheat, oats and barley while 
local and U.S. grain consisted mostly of corn. 


Collingwood's principal function is to service the local arain 
market. Traditionally, the non-local grain trade has represented only a 
small share of total shipments. Between 1981-82 and 1985-86 non-local 
shipments of grain from Collingwood represented only about 7 percent of 
total receipts. Most of the grain arriving at this elevator is 
transported by vessel with the truck and rail modes playing a less 
significant role. In terms of shipments, however, truck is the dominant 
mode since most of the grain is destined to local users e.g. maltsters, 
flour mills and feed outfits. 


MIDLAND (Ogilvie Flour Mills) 


Average grain receipts at this Midland elevator in the period 1981-82 
to 1985-86 were about 148,000 tonnes, roughly 0.7 percent of total 
average receipts at all eastern transfer elevators. All receipts 
originated outside the local area and comprised only wheat. Vessel is 
the principal means used to forward grain to this elevator from Thunder 
Bay. Rail and trucks are utilized to smaller extent as shown in Table 5. 
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TABLE 5 
RECEIPIS AND SHIEMENTS OF GRAIN BY 
CROP YEAR AND MODE OF TRANSPORT, GHORGIAN BAY ELEVATORS 
(‘000 Tonnes) 
COLLINGWOOD 


ee ee MeL ee er eee oi a Le tec OEMENIO? Fs fib o: aa 
Crop Year Vesse] Rail Trick Other ‘Total Vessel Rail Truck Other Total 


198} -82 52.4 Za iy 584 o 93.5 18.4 -~ 82.1 = 100.5 
1982-83 69. 7 0.4 28.0 = 98.1 = ~i 3 8559 koe 83. 9 
1983-84 66. 2 Selig 2, 2 = 83.5 = 0.5, 102. 5: sap 103.0 
1984-85 80. | 23 6.6 2 89. 0 : say Old = 81.1 
1985-86 75.4 55 0.3 - 90. 0 Pid 8 T4597 ° 7254 ae 88. 4 
Syt. average 68.8 Si Lodi lov “ 90. 8 eo 7. Ae. Sa Ol. 


MIDLAND (Ogilvie Mills Ltd.) 


RECEIPIS SHTEMENTS 
Crop Year Vessel Rai] Trick Other ‘Total Vessel Rail Truck Other Total 


198} -82 17 1534 0:04 --» 246.1 - = 1.54138.5. 139:% 
1982-83 TO5-580 825.5 3 = 1 Gl 0 7 - > W477 © 1A74 
1983-84 13254, 36; 7 - - 1149.1 - z 0.6 158.5 159.1 
1984-85 135.4" 2973 0.9 - 165.6 2 , =) ay 56, Sant y56. 9 
1985-86 126.55" 19-4 0.5 - 146.2 = 5.008 0161470 155.4 
Sr. average 122.1 2065 0. 2 - 147.6 = 1.1 ORR SATS BPE 
MIDLAND-CNR 
RECEIPTS SHIEMENTS 


Crop Year Vessel] Rail Truck Other Total Vessel Rail Truck Other Total 


198) -82 198.1 Ld - ~ 0 09, 2 26:7 Aka- 3 - 252 
1982-83 135.4 - « ~ SOTSS.4 16, F1SOO8o 10S AG. Se LAS 
1983-84 188. 4 = ‘ -6 0188.4 25.1 109.6 34.6 =99en DO. 3 
1984-85 154.4 > = - 154.4 - 1188 4.0 =i al ea ag) 
1985-86 140.2 = : 317140, 2 29.5 144.4 4.6 =a, 178.5 
Syr. average 163.3 0. 2 - =i) 63x53 LOLS .13A7D WV4AD AOI 16529 
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TABLE 5 (cont') 
RECEIPIS AND SHIEMENTS OF GRAIN BY 
CROP YEAR AND MODE OF TRANSPORT, GEORGIAN BAY ELEVATORS 
(* 000 TONNES) 
MIDLAND (Maple Leaf Mills) 


RECEIPIS SHIEMENTS 
Crop Year Vessel Rail Truck Other Total Vessel Rail Truck Other Total 


Pt Lh icici Ie Ls IS Se ERT ONIN Ba cece Ketemieven steer ELE pn 


198) -82 203.1 = 2.6 PAN ol S.1.125572 7h.6 - 205.4 
} 982-83 238. 1 . OF0A. NE. - T2358.) “ay oied. Se) =n gaz. 
1983-84 270.0 = - eral a AT LON Se Ono 2a 
1984-85 176.1 ~ : aioe Sho ae ASO oe Ole O - 185.9 
1985-86 OV, av 1630 = ee Ue: 176 (eooeG ac. 9 234. 2 
Syr. average 215.7 oy 0.5 award RRS bare RS) Sy 0.06 218.6 


ST tes ene ge gk 1 ee ee 


OWEN SOUND 


RECEIPTS SHIPMENTS 
Crop Year Vessel Rail Truck Other Total \essel Rail Truck Other Total 


ee 


198] -82 114.6 0,-05--—2--5 ~~ NF 14,.1-—42,0--—73,8 -. 129.9 
1982-83 146, 2 : 3.4 - 149.6 Uribe, 32239 10002 =@ Gh S8a7 
1983-84 188.4 - - - 188.4 - 49.0 99.5 0.6 148.5 
1984-85 144.4 “ 0.1 - 144.5 - 43.7 102.5 - « 246.:2 
1985-86 1) - = “ide Bl, 5, Lon “45; 2181 0b298 - 9 lS2A 
Syr. average 144.9 0.01. 1.2 - 144.9 9,0 424 953697;01 Aye 


FORT MCNIOOLL 


RECEIPTS SHIPMENTS 
Crop Year Vessel Rail Truck Other ‘Total Vesse) Rail Truck Other Total 


2 eee ee eee ee ee SSS 


198} -82 308. 7 = - = 189308. 7 50:67 283.8% 8.9 - 134353 
1982-83 250. 4 2 = mune 22.9 209.9 9.4 =. "2422 
1983-84 14.8 246.2 Dae - 264.2 258. 0 = = - 2580 
1984-85 296. 0 E = - 296.0 - 19.2 30.9 - 222.8 
1985-86 214.2 , : =} P2452 13.6-°249.5 Sit - 268.0 
Syr. average 216.8 49.2 0. 6 - 26.8 69.0 186.8 10.9 - 266.7 


Source: CANADA GRAINS COUNCIL, Grain Movements Through The Transfer Elevators In kastern 
Canada, 
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All the grain received at this elevator between 1981-82 and 
1985-86 was forwarded to the local market and used up by flour mills. 
A combination of modes, i.e. truck and flour mills conveyor belt, were 


used to move the grain out of this elevator. 
MIDLAND (Canadian National Railways) 


This elevator depends upon the winter export program of the 
Canadian Wheat Board (CWB) and considerable quantities of Ontario 
grain for its throughput. The grain arrives by vessel and is 
transfered to cars for forwarding on Canadian National Railway lines. 
Average receipts for the period 1981-82 to 1985-86 amounted to just 
over 163,000 tonnes or 0.8 percent of average total receipts at 
eastern transfer facilities. About 4 percent of receipts, mostly 


wheat, originated from local sources. 


Once received, over 90 percent of this grain was shipped to ports 
in Atlantic Canada while about 9 percent was destined to flour mills 
and feed operations in the local area. Rail continues to be the 
principal means used in moving grain out of the elevator. However, 


trucks and vessels are instrumental in this process as well. 
MIDLAND (Maple Leaf Mills Ltd.) 


As Table 5 shows, average receipts at this elevator between 
1981-82 and 1985-86 were just over 219,000 tonnes or 1 percent of 
total average receipts at transfer facilities in Eastern Canada. The 
greatest proportion of grain receipts came from Western Canada 
destined for local flour mills. Only about 5 percent of grain 
receipts originated from local sources while just under 2 percent came 
from the United States. Wheat is the principal grain received at this 
elevator. Since most of the grain originates in Western Canada, 
vessel transport is the dominant mode used in moving grain from 


Thunder Bay. Less than 1 percent of grain receipts arrive by truck. 


ee 


This elevator ships a substantial volume of grain to the local 
market. In the five year period under consideration, an average of 
145, 733 tonnes of grain was shipped to local users and the balance 
about 72,867 tonnes went to non-local users. Local flour mills are 
the principal beneficiaries of this traffic although feed mills do 
share in the local trade as well. Rail and truck are the chief means 
used to move grain out of the elevator. Only smal] amounts move by 


vessel. 
OWEN SOUND 


Like other Georgian Bay elevators, Owen Sound receives most of its 
throughput from Western Canada. Between 1981-82 and 1985-86, over 97 
percent of grain receipts came from the Prairies. The principal 
grains were wheat, oats, barley and screenings. As Table 5 shows, | 
virtually all receipts arrived by vessel with insignificant 
proportions moved by rail and truck. A sma]] amount of U.S. com 1s 


shipped to this elevator as well. 


In terms of shipment, between 1981-82 and 1985-86 over 60 percent 
of receipts were forwarded to the local market for use principally by 
flour mills and, to a lesser extent, by feed operations. The rest was 
forwarded to Atlantic ports for export and domestic use. Because of 
the dominance of the local market in grain movements through this 
elevator, a large porportion of grain is moved out by truck (Table 


5). Rail also plays a significant role in the throughput process. 
PORT McNICOLL 


Table 5 shows average receipts at this elevator have been over 
216,000 tonnes or 1.3 percent of total average receipts for all 
eastern transfer elevators. Almost all receipts were comprised of | 
wheat, over 97 percent of which originated from Western Canada. Local | 
receipts, comprising only of wheat accounted for about 3 percent of 
the total. As with the other Georgian Bay elevators, vessel has been 
the principal means of moving grain into the elevator from Thunder 


Bay. Very small amounts moved by rail and truck. 
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TABLE 6 
RECEIPIS AND SHIEVENTS OF GRAIN BY (ROP YEAR 
AND MODE OF TRANSPORT, UPPER GREAT LAKES ELEVATORS 
("000 TONNES) 
GODRRICH 


es Poe eer ner Cty ee nes OR SOCLTTVEN OU Grd aS soe 
Crop Year \essel Rail Thick Other Total Vessel Rail Truck Other Total 


198] -82 WOO Zh eo ™ROL0, 0 Se tel IPS) Sale.) -Os2 175.9" = 525.0 
1982-83 22657 CZ SZOL08 SS - 447.4 189.8 0.6 229.4 0.2 420.0 
1983-84 246. 8 O26) 205.8 5 WOE Rs P44 S ea AM i wl Yon AN Gs Rl sh Se 
1984-85 174.7 Be Le VASA ses 248-9" 0,00: 17/555" r= 427.4 
1985-86 147.6 - 249.9 = £W507..5 Z5Sr WP (7, GEES) = 415.6 
Syr. average 193.4 6.8 247.2 - 447.4 250.6... 2:1---195.8>--0;.00:-- 448.5 


RECEIPIS 
Crop Year Vessel] Rail Truck Other Total \esse] Rail Truck Other Total 


1981 -82 Teg Cop eR DLO 22.12) ARCO 260. 4 ~ Oo nul Obed gateet 
1982-83 6329 (F bde4 wel 325.5) ane 2s Seay A243 237 cha FO: 9s cy deo x (185e5¢ 426.52 
1983-84 58. AG08 72.90) 334735 80,6 9 *466,'2 9027 >” 22 5° * 14.6 260°0- 7457.6 
1984-85 OU PERTOOA AIS ces OL.) SEB. WU Dereete o ae 2O0dzn LOU le~ 
1985-86 Uso oon 200.8, . 1.5 426.2 18.2 27.7 7.1 .2207,0943b20 
Syr. average 67.5 54.4 39.8 1.8 472.9 23035 GS =. 5 DE22559% 472.8 
SARNIA 
RECEIPIS SHTEMENTS 


Crop Year Vessel Rail Truck Other ‘Total Vesse] Rail Truck Other Total 


198} -82 142.2 = Sort = "643.3 496.6 139.9 25.6 0.2" "002.5 
1982-83 82:5 6.3 410.0 - 498.8 389.7 86.8 20.0 -. 496.5 
1983-84 214.9 “IT 9526'S = we7ged 581013256 *27.9 mee 5 5 
1984-85 6.2 2B imelOZab =» »666,1 S08, Ob iain Satie eho -- 624.4 
1985-86 37,6 "14.3" 545.8 = 0/7 50571 101-5) 20.0 - 624.6 
Syr. average 107.7 RAL | = W8I62035 SISO 2 93.. 6442275 0.04 629.9 


Source: CANADA GRAINS COUNCIL, Grain Movements Through The Transfer Elevators In Fastern 
Canada. 
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The principal use of this elevator is to forward grain receipts to 
the Atlantic Ports for export. About 96 percent of grain receipts was 
moved out to these ports while about 4 percent was retained for local 
domestic use by flour milis. Rail was the dominant mode used in 
forwarding grain receipts. However, vessels and, to some extent, 


trucks have also played a supporting role. 


2.3 UPPER GREAT LAKES ELEVATORS 


GODERICH NOS. 1 & 2 


Average receipts at Goderich between 1981-82 and 1985-86 were just 
over 447,000 tonnes or 2.2 percent of total average receipts at 
eastern transfer facilities during this period. Roughly, 44.3 percent 
of receipts originated from Western Canada and about 54.6 percent came 
from local sources. Less than ] percent originated from the U.S. 
Local grain comprised mainly corn supplemented by small amounts of 
wheat and barley. Western grain comprised wheat, oats, barley and 
screenings. 


As Table 6 shows, the principal modes used in the forwarding of 
grain to Goderich were vessel and truck. This split reflects the 
Origin of grain receipts which move from Thunder Bay via vessel and 
from local areas via trucks. In terms of grain shipments from 
Goderich, the modes of transportation were the same i.e. vessel and 
truck. Most of the grain leaving this elevator moves into the local 


domestic market i.e. flour milis and feeding operations. 


WINDSOR 


Because of its location near the principal agricultural region of 
Ontario, Windsor has relied more on receipts of grain from the local 
area than from outside sources. As Table 6 shows, five-year average 
receipts were about 473,000 tonnes. This represented about 2.2 


percent of average total receipts at eastern transfer facilities 


a5) 


during this period. Of total receipts, nearly 18 percent originated 
from Western Canada, about 73 percent came from the local area and 9 
percent from the U.S. Local grain consisted mainly of wheat, flax, 
sunflower seed, soybeans and corn. Western grain consisted mainly of 
flax, rye and canola and U.S. grain was mainly soybeans. Because of 
the predominance of supply from local sources and the fact that only 
small self-unloaders could be accomodated at this elevator, the 
principal mode used in forwarding grain to the elevator was truck. 
Only small amounts moved by rail and vessel. 


Almost all grain receipts at this elevator were shipped into the 
local domestic market. This elevator services the nearby Archer, 


Daniel and Midland (ADM) oilseed crushing plant and the local feed 
grain trade. 


SARNIA 


Like Windsor, Sarnia has always relied on the local area for most 
of its grain receipts. Between 1981-82 and 1985-86 Sarnia's average 
receipts were 630,000 tonnes. This was about 3.0 percent of total 
average receipts at eastern transfer elevators. Only 20.2 percent of 
average total receipts originated from Western Canada while 79.7 
percent of receipts came from the local area. A very small portion, 
0.1 percent consisting of corn and soybeans, came from the U.S. Local 
grain comprised mainly corn with small amounts of wheat, barley and 
soybean. Like Windsor, most of the grain receipts were tmicked to the 


elevator with small amounts transported by vessel and rail. 


Average five year shipments were almost identical to receipts. 
Approximately 12 percent of grain receipts was transferred to Maritime 
ports, about 87 percent went by vessel to Lower St. Lawrence ports for 
export and less than 1 percent, comprising principally barley, went to 
the U.S. As Table 6 shows, the principal mode used in the outward 
movement was vessel. 


RECEIPTS SHIPMENTS 

Crop Year Vessel Tnck Other ‘Total Vessel] Rail Truck Other Total 

1981) -82 - 34.7 34.7 30.1 ch Hare 32.8 
1982-83 Beez 196. 1 228.3 156.9 44.8 205. 6 
1983-84 - 153.9 153.9 1252/7 44,2 172.2 
1984-85 - Tc 138. 0 76. 2 4.6 118 2 
1985-86 - 108. 4 108.4 87.8 37.4 L282 
SyT. average 6.4 181.8 188. 7 ESIT3 35.9 188. 6 

PRESOOIT 

Crop Year \essel Rail Truck Other ‘Total \esse] Rail Truck Other ‘Total 

198] -82 280. 3 27.0 312.6 87.2 nap pag he 
1982-83 T7Z.] 4.3 220. 3 98. 2 .8 229.1 
1983-84 136.2 38. 7 190.3 50.0 in 224..6 
1984-85 202. 8 49, 2 253. 8 30.5 5 196.7 
1985-86 164.0 0. 06 24)..0 129. 8 6. 230. 0 
Syr. average 191.1 S35 79. 1 ne 2" ee: 


* Kingston closed in 1986. 


TABLE 7 
RECEIPIS AND SHIPMENTS OF GRAIN BY (ROP YEAR 
AND MODE OF TRANSPORT, LOWER LAKES/UPPER ST. LAWRENCE ELEVATORS* 
(000 TONNES) 
PORT COLBORNE - (GODERICH THMINALS LTD. ) 


230. 6 
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Source: CANADA GRAINS COUNCIL, Grain Movements Through The Transfer Elevators In Eastem 


Canada. 
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2.4 LOWER LAKES/UPPER ST. LAWRENCE ELEVATORS 


PORT COLBORNE 


In the five year period 1981-82 to 1985-86, the Goderich elevator 
at Port Colborne received most of its grain from the local area. Only 
about 3 percent of grain receipts originated outside the local area. 
Inf reaquently, the elevator receives grain, mostly corn, from the U.S. 
Average five year receipts were 189,000 tonnes or 1.1 percent of total 
receipts at eastern transfer facilities, almost all of which arrived 
by truck. Table 7 shows that only very small quantities arrived by 
vessel and rail. Local grain comprised mainly corn, wheat, rye, 
soybean and barley. 


Most of the grain receipts were shipped out of the local area. 
Only 22.7 percent of receipts was retained for local use, and about 2 
percent, mostly rye, was shipped to the U.S. Local users were mainly 
maltsters, flour mills and feeding operations. Vessel was the most 


Ssiginficant means used for transporting grain from the elevator. 
PRESCOTT 


Between 1981-82 and 1985-86, Prescott's average receipts were just 
over 239,000 tonnes. This represented about 1.2 percent of total] 
average receipts at eastern transfer elevators. Most of the grain 
receipts originated from Western Canada. However, a significant 
portion, 27.4 percent, originated from the local area and 12.7 percent 
made up of mostly corn came from the U.S. Local grain comprised 
mainly wheat, oats, barley and screenings. Almost all grain receipts 
arrived by vessel. As Table 7 shows only marginal quantities arrived 
by truck and rail. 


Over the same time frame, most of the grain shipped from this 
elevator was destined for the local market where it was used by flour 
mills and feeding operations. Of the five year total average shipment 
of 234,000 tonnes, over 79,000 tonnes were transported by vessel, 
54,000 tonnes by rail and approximately 100,000 tonnes by truck and 


other modes combined. 
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TRIES 8 
RECEIPTS AND SHIFMENTS OF GRAIN fF CROP YEAR AND 
MODE OF TRANSPORT, LOWER ST. LAWRENCE ELEVATORS 
(1000 TONNES) 
BAIE OMEN 


Crop Year Vessel Rail Tnixk Other ‘Total Vessel Rail Truck Other Total 


198) -82 oh Oy aly, - = SNS VAY ow) 2 4 z O73 - 3,289.4 
1982-83 3, 625. 4 2 = a5, 6254 * 3, 00234 7 - - 3,632.5 
1983-84 3, 568. 7 3 % - 3,568.7 3,610.5 ; 2 - 3,610.5 
1984-85 2,931.4 : > - 2,931.4 2,752.8 3 : - 2,752.8 
1985-86 7052-1 - = nt" 2, 00a, 0)" 2, / dec? - = - 2,752.8 
Syr. Aver. 3,216.1 F E = VSZl6x'{ n05,20725 f 0. 06 - 3,207.6 
MONIREAL - NO. 3 
RECEIPIS SHIEMENTS 


Crop Year Vessel Rail Truck Other Total Vessel Rail Truck Other Total 


198} -82 Lg oA | A | - 402.1 . =e 205 Ir 22 = e055 
1982-83 MN0.6 39.1 20. 6 = 47005 14.1 =f "S00; 0* *1.25, bP ae 7 Fe 
1983-84 443.6 2 u.5 - 447.2 1.9 - 328.5 1189 449.3 
1984-85 355.4 4.5 25 - 362.4 E =<, 249.0 ©1292: pSioeZ 
1985-86 120.6 45.9 I] - 177.6 1.0 - 79.4 110.6 191.0 
Syr. average 337.2 24.9 9.8 = 32.9 3.4 - 247.6 1188 369.8 
MONIREAL - NO. 4 
RECEIPIS SHTEMENTS 


Crop Year Vesse] Rai) Truck Other Total Vessel] Rail Truck Other Total 


} 98) -82 POL Ke Nine VE: 


Ve. ap OSes ee Oe ete 
1062583). Lasso C27. Se eo hore 2 AO oe ee ine - 2,502.1 
1983-84 2,480.9 1208 - <n 2960Ni Be 2561 7r4 fo od- , 228858, tootly y2n6b6n2 
1084-85 2,128.4 209 0.03 - 2,149.3 2,096 - 149 0.05 2,034.5 
1985-66 St sea See ST Feo Laer. SS tees ~ Sf FOES 
Syr. Aver. 2,150.3 1659 24 - 2,385 2,256 - (366 9.0.0 2,296.2 
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TABLE 8 (cont') 
RECEIPTS AND SHIPMENTS OF GRAIN BY CROP YEAR AND 
MODE OF TRANSPORT, LOWRR ST LAWRENCE ELEVATORS 
("000 TONNES) 
MONTREAL - NO. 5 
' BOCCipie at PRAT io bho. @ Gif vAcoT avetapeconIIMENiS)/ +, vou iss 
Crop Year Vessel Rail Tnik Other ‘Total Vessel] Rail Tnxk Other Total 


1981 -82 423,0..; 78.8 0.7 “Take Uceo = = V6 b99. 35°5L0.4 F500H/ 
1982-83 545.0 2.8 . ~P.11547..8 12.6 <b 1205.51 318.2 S52350i 
1983-84 SoOeF (a eS SPP SOS. 0 = en 200 be SEO, 9° A555 01 
1984-85 SLL? DjOnas LORS ~ . 526.6 12.3 5 np 22h ZetegS03.1  gtS30P6 
1985-86 A05r0" | 1255 oe =8 a5) 1 2 LG #  218.098 287.1, SN yse 
Syr. average 505.8 19.9 ono =n DO 6.3 TOR 2500S SUI e 7  VOLaee 
PORT CARTIER 
RECEIPIS SHTEMENTS 


Crop Year Vesse] Rail Truck Other Total Vessel Rail Tnick Other Total 


198] -82 Ee 2 oud 6510S by AnSOO.4, oat = - 4,590.4 

1982-83 ASS = E - 45198 4,648.9 - : -~ 4,648.9 

1983-84 B6Ag.G Mle : MARIO UG 4 3650787 FB J L OSCEE 288 

1984-85 3AGSBe) i> : ~My 53A65.57 1336726 foe : - 3,367.6 

1985-86 2,555" = =SE553,S° 2,577.4  0- : - 2,527.4 

Syr. average 3,743.9 - DRG 3 6" HR oa 7 Awe OS 4 hyp 
QUEBEC CITY 


Crop Year Vessel Rail Trick Other ‘Total Vessel Rail Truck Other Total 


1981 -82 


Avozariigcsioh Wao)3. Nighes, ooreugayse7: repac-itys35i5 E 5 102. 6 
1982-83 4,464.9 620.1 2 = $6,085,004 15500 . er +o 53602 es 
1983-84 3,943.6 252.6 “ SHAG 25 3,855.5 = 378.7 =a AWAY 
1984-85 3,448.0 92.9 i BVSicA(LOTHS ou? PURTOssE Ry - 3,455.3 
1985-86 2 i7i oS GLO Simmel aS, wpas o2ebcdeonee AST Eleci 2 beicdee. 8 - 2,695.9 
Syr. average 3,632.5 488.3 0.3 - 4,321.1 3,7028  - 4005 A282 


/cont..- 
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TABLE 8 (cont' ) 
RECEIPIS AND SHIFMENTS OF GRAIN BY CROP YEAR AND 
MODE OF TRANSPORT, LOWER ST LAWRENCE ELEVATORS 
("000 TONNES) 
SOREL 
=a alae lili Got cai ei a nd 


RECEIPIS SHIEMENTS 
Crop Year Vessel Rail Truck Other Total Vessel Rail Truck Other Total 


Ci ye Nt aaa ee 


1 98} -82 1243.00 45:4 23.0 —B TIT. 4- 1225, 7 FS «Som - TY27R6 
1982-83 98.0 26.4 5.0 - 949.4 918.5 - 55.8 - 974. 3 
1983-84 1,339. 4 - 1.9 ~tobe Al. 3... "228985 - 54.6 - 1,344.1 
1984-85 162.8 - - - 162.8 132.4 - 5.4 ~ ¢, SLS7a8 
1985-86 508.6 19.2 - - 617.8 586. 4 eo ‘20S - 606.9 
Syr. average 832.4 38.2 6.0 - 876.5 830. | - 38.0 - 868.1 
TROIS RIVIERES 
RECEIPIS SHTEMENIS 


Crop Year Vessel] Rail Truck Other Total Yesse] Rail Truck Other Total 


1981 -82 OF7.7 *S0.5 ; -2 B82. 1875.0 ~= Maelo - 50:9 
1982-83 775.6 218.4 x =~» 4554.0. 960 «= MEG - 1,042.6 
1983-84 1,172.8 14.7 2 ~3 Whee S. 1,102.2 ==, Meee - 1,158.4 
1984-85 824.2 34.0 : =3 338582. 8199 == bad - (g87Bnd 
1985-86 a2.0 490 | ~p mee0. 642 == MARS FETE. 7 
Syr. average 872.5 67.3 : - 9308 88) - 55.9 - 941.9 


GRAN 
SOURCE: CANADA, COUNCIL, Grain Movements Through the Transfer Elevators in 
Eastem (Canada. 
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2.5 LOWER ST. LAWRENCE ELEVATORS 
MONTREAL -- NO. 3 


Receipts at Montreal No. 3 elevator averaged about 372,000 tonnes 
between 1981-82 and 1985-86. This was about 2 percent of total] average 
receipts at transfer facilities in Eastern Canada. Normally, most of the 
grain is received by vessel via Thunder Bay and U.S. lake ports. In the 
five year period under consideration, 78.2 percent of grain receipts 
originated from the prairies, 4.3 percent came from local sources and 
17.5 percent originated from the U.S. Prairie grain consisted mostly of 
wheat, oats and barley while local and U.S. grain comprised mainly corn. 
As Table 8 shows, most of grain receipts at this elevator arrived by 
vessel. Only marginal quantities arrived by rail and truck. 


Unlike most of the Lower St. Lawrence elevators, Montreal No. 3 
services the local feed grain and flour milling industries. About 99 
percent of grain receipts was forwarded to these local outlets. The 
principal mode in this movement was truck, however a combination of modes 
was also utilized in putting grain through this facility. Quebec's fast 
emerging self-sufficiency in feed grains has, however, made this elevator 


less important than it used to be and a prime target for closure. 
MONTREAL -- No. 4 


Being the most modern of the three Montreal elevators this elevator 
handles more grain and has a higher throughput capacity than the other 
two. Table 8 shows that average five year (1981-82 to 1985-86) receipts 
were 2.3 million tonnes. This level of receipts represented 11.5 percent 
of total average receipts at eastern transfer facilities. About 97 
percent of the grain receipts originated from the Prairies and about 3 
percent, consisting mainly of wheat, corn and soybeans, came from the 
U.S. Vessel was, and still is, the principal mode utilized in the 


transfer function. Small amounts of grain arrive by rail. 


Wer: ) ee 


Almost all the grain received at thrs elevator is exported. In the 
five year period, 1981-82 to 1985-86, an average of 99 percent of grain 
receipts was exported and 1 percent went to the local market. Local 
users were principally flour and feed mills. Vessel was the most 
significant mode in the outward movement of grain with trucks being 


utilized, to a lesser degree, to transport grain to the local market. 
MONTREAL -= No. 5 


This elevator services the local grain processing industry. Grain can be 
directly transferred through the shipping galleries to adjacent elevators 
operated by Ogilvie Flour Mills Limited and Canada Malting Company. 
Average receipts between 1981-82 and 1985-86 were 529,000 tonnes. This 
was about 2.5 percent of total average receipts at eastern transfer 
facilities. Almost all grain receipts originated from Western Canada. A 
very small amount, less than 1 percent comprising mainly corn and barley 
for the local feed grain market, originated from the U.S. Vessel was the 
principal mode used in forwarding grain to this elevator. A relatively 


small amount arrived by truck. 


In recent years most of the grain has moved out of the elevator by 
truck or by direct transfer to flour mills and the Canada Malting 
Company. In the time period under consideration, about 95 percent of 
grain receipts was shipped to the local market. As Table 8 shows, trucks 
played an important role in moving grain out of the elevator. However, 
other means such as conveyor belts, were just as important in the 
transfer function. 


SOREL 


In the time period under consideration, average receipts at Sorel 
were about 877,000 tonnes. This represented 4.8 percent of total average 
grain receipts at all eastern transfer elevators. About 88.5 percent of 
receipts originated from Western Canada, 6 percent from the U.S. and 5.5 
percent from local sources. U.S. grain consisted mainly of wheat, oats, 


barley, sunflowerseed, corn and soybeans while local grain comprised 
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mainly corn and barley. Vessel, rail and truck were involved in 
forwarding grain to this elevator, with vessel being the most significant 
mode. 


Most of the grain received at this facility was exported. Only about 
6 percent of grain receipts was shipped to the local market. Local users 
included feed mills and other processing plants. Vessel was the 
principal mode used in the outward movement of grain with trucks 
accounting for a very smal] quantity. 


TROIS RIVIERES 


As Table 8 shows, average receipts at Trois Riviéres during the 
1981-82 to 1985-86 period were about 940,000 tonnes. This represented 
4.5 percent of total average receipts at eastern transfer facilities. 
The origin of grain receipts was distributed among three sources - 
Western Canada, local area and the U.S. From Western Canada, this 
elevator received 75 percent of its volume. The U.S. provided 24.5 
percent and less than 1 percent originated from local sources. U.S. 
grain consisted mostly of wheat, barley, soybeans, corn and rye while 
local grain receipts comprised mainly corn. Vesse) was the principal 
means employed in forwarding grain to the elevator, although smal] 


amounts arrived by rail. 


In terms of shipments, over 92 percent of grain receipts was destined 
for off-shore markets and 7.5 percent was used locally. Local users were 


. feed mills and processors. 
QUEBEC CITY 


Between 1981-82 and 1985-86, average receipts at this elevator were 
4.3 million tonnes. This represented 20.7 percent of total average 
receipts at all eastern transfer facilities. The largest proportion 
(84%) of total grain receipts arrived by vessel from Thunder Bay via the 
Prairies and about 7.8 percent originated from the U.S. This consisted 


mainly of wheat, barley, soybeans and corn. Less than 1] percent of grain 
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receipts originated from local sources. local grain comprised mainly 
corn and wheat. Vessel is the principal mode used in forwarding grain to 
this elevator and, as Table 8 shows, the trend has continued. A small 


portion (1]%) of receipts arrived by rail. 


With the emphasis on throughput, shipments were almost identical to 
receipts. About 8& percent of grain receipts was exported and about 12 
percent used up locally by the feed industry. Trucks were used to move 
grain to the local market while vessels were employed in the export trade. 


BATE COMEAU 


Between 1981-82 and 1985-86 Baie Comeau received an average of 3.2 
million tonnes of grain nearly all of which was exported. The level of 
receipts represented about 15.9 percent of total average receipts at 
eastern transfer facilities. Most of this elevator's grain receipts 
originated from Western Canada. For example, between 1981-82 and 
1985-86, 61.6 percent of grain receipts came indirectly from the prairies 
and 38.1 percent originated from the United States. Less than one-half 
of one percent originated from the local area. Prairie grain receipts 
comprised mainly wheat, barley, soybeans and corn. Vessel was the only 
mode used for forwarding grain to this elevator since it does not have 


rai l*facilivties. 


Being a high throughput facility, all receipts are quickly shipped 
out to the export and local domestic market. Vessel was the most 
significant mode in the outward movement, although an insignificant 
amount of grain was moved by truck to the local market. Receipts and 


shipment data are in Table 8. 
PORT CARTIER 


This elevator has a lower capacity than the elevator at Baie Comeau. 
However, it tends to handle larger volumes of grain as indicated in 
Table 8. Average five year receipts were 3.7 million tonnes or 19.4 


percent of total average receipts at all transfer elevators in Fastern 
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TABLE 9 
POCEIPIS AND SHIPMENTS OF GRAIN BY CROP YEAR AND 
MODE OF TRANSPORT, ATLANTIC ELEVATORS 
("000 
WEST SAINT JOHN 


RECEIPIS SHIEMENIS 
Crop Year Vessel Rail Tnik Other ‘Total \esse] Rail Truck Other Total 


198) -82 ae tary. 4 - on ait. 4 416.4 : 2.6 sees IS ss 
1982-83 - 284.2 r mtv 28402 283. 0 i 0.5 tybd28395 
1983-84 340.1 = = 540.1 345. 3 oe > ee RS) 
1984-85 Sul 7A Way's 2 coamaliA iy A 209. 3 re 0. 09 - 209.4 
1985-86 ce) be | 1.0 =i? S160 Od a7 = 2.6 =e 520.5 
Syr. average = 312.6 = <5 2.8 314.3 ? LZ me pep sl De F 
HALIFAX 
RECEIPIS SHTEMENIS 


Crop Year Vessel Rail Trick Other Total Vesse] Rail Truck Other Total 


198] -82 106.3° 415.2 1.9 - 523.4 QASI91L OL ZT ONOE2 2930.8" 49279 
1982-83 W52e3, 426543 21 4.1 423.6 374.3 ¥ 9, 1 51.64 435.0 
1983-84 168.9 295.6 720 =) 471.5 414.4 = 1.8 44.0 460.2 
1984-85 16592 “T5007 4.8 hate Ue sdk 241.) = Bro a on 
1985-86 166.5 199.0 6.7 sieno72. 2 298. 5 toiel2a7 agg/Ss8e 385.0 
Syr. average 151.8 261.7 45 0.8 4189 354.8... 0.04 17.8. 506 415.5 


SOURCE: CANADA GRAINS QOUNCIL, Grain Movement Through the Transfer Elevators 
in Eastem Canada. 
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Canada. About 60 percent of grain receipts originated from Western 
Canada and a sizeable portion, 40 percent, from the U.S: Grain from the 
U.S. consisted chiefly of wheat, barley, soybeans and corn. Vessel was 
the only mode used in forwarding grain to the elevator because the 
elevator does not have rail facilities. 


Port Cartier has the highest throughput ratio of all eastern transfer 
facilities. Most of the grain received at this elevator is normally 
exported. This holds true for the period under consideration. Vessel is 
the only mode used in the outward movement of grain. 


2.6 ATLANTIC ELEVATORS 


WEST SAINT JOHN 


Most of the grain received at this elevator comes under the At and 
East program. A considerable amount of Ontario grain is forwarded to 
this elevator under the program. Between 1981-82 and 1985-86, all the 
grain received, 313,000 tonnes on average, at West Saint John originated 
outside the Atlantic region. This elevator handled only 1.5 percent of 
total average receipts at eastern transfer elevators. The principal 
grains were wheat, barley and screenings. 


Almost all receipts were shipped to the off-shore market. Less than 
| percent of grain receipts was retained for domestic use. Barley and 


screenings were the principal grains used locally in the feed industry. 


HALI FAX 


Halifax, like West Saint John, receives almost all of its grain from 
outside the loca) area. As Table 9 shows, between 1981-82 and 1985-86, 
average receipts at this facility were about 419,000 tonnes. This was 
about 2 percent of total average receipts at eastern transfer elevators. 
Local grain receipts accounted for less than 1 percent of the total and 
comprised mainly wheat and rye. Most of the grain arrived by rail but a 
Sizeable portion came by vessel as well. Trucking activity was only 
marginal. 
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The elevator services the local flour mill and acts as a source of 
supply for the local feed trade. However, most of the grain received at 
this elevator goes to off-shore markets. Only about 13 percent of 
receipts was shipped to the local market. Vessel was the principal mode 
involved in the outward movement of grain. Trucks were utilized to a 
lesser extent. 


Based on receipts and shipments data, it is clear that the eastern 
grain handling system is characterized by many transfer units which 
handle marginal quantities of export and domestic grain and they rely on 
a blend of modes, i.e. water, rail, truck, for their grain traffic 
activity. The most dominant group of elevators, in terms of efficiency 
and throughput, are those located on the Lower St. Lawrence. As a group, 
these elevators handle more than 40 percent of total Canadian grain 
exports. In other words, eight elevators out of a total of twenty-four 
account for almost all the eastern Canadian grajn trade. This raises 
questions about the future viability of most of the existing transfer 
units east of Thunder Bay. 
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FOOTNOTES 
Canadian Grain Commission, Grain Elevators in Canada. 


Much of the grain receipts and shipments data were drawn from a 
series of Canada Grains Council publications entitled: Grain 
Movements Through the Fastern Transfer Elevator System 
(1979-1986). 
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CHAPTER 3 


AT AND EAST FREIGHT RATES AND 
THE ECONOMICS OF POSITIONING GRAIN AND FLOUR 


This chapter examines transportation freight rates/tariffs for grain 
and flour moving to eastern export positions and the effects of 
transportation pricing on the eastern elevator system. A good deal of 
attention will be devoted to the At and East freight rates and their 
influence on the mode and route of export grain and flour. Initially, 
the rationale for the subsidy, its impact on the transfer elevator system 
and how it affects the positioning costs of export grain and flour are 
discussed. Then, some of the inefficiencies associated with the subsidy 
program, are described. This is followed by identification of the 
principal beneficiaries and some economic implications of using an 


alternative route which is cheaper, and perhaps more efficient, than the 
At and East. 


5.1 RATIONALE FOR THE AT AND EAST SUBSIDY PROGRAM 


The At and East grain rates were initially introduced for the export 
movement of western grain by rail in carload lots from ports located 
along the shores of Georgian Bay, the Lower Lakes and Upper St. Lawrence 
River to Montreal and Maritime ports. Traditionally, these rates were 
closely related to American rail rates for grain movements from Buffalo 
to ports on the Atlantic seaboard in order to offset the economic 
advantage associated with the shorter hauling distance, greater handling 
facilities and more extensive shipping services at these ports compared 
to Canadian ports? The export rates to Montreal were equated to those 
in Philadelphia. The rates to other St. Lawrence ports and Halifax and 
Saint John were related to the Buffalo to Boston, Portland and New York 
rates even though the Canadian hauling distances were much sreater”: 

The term "'At and East'' therefore referred to Canadian freight rates which 


would be comparable to the American rates At and East of Buffalo. 
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The origin of the At and East rates can be traced back to the 
Mac Pherson Royal Commission on Grain and Handling and Transportation in 
1959-60. During the Commission's hearing, the two major Canadian 
Tailways - Canadian National (CN) and Canadian Pacific (CP) - reviewed 
the rates they were charging for export grain and flour railed through 
the Atlantic ports of Halifax and Saint John and found this traffic was 
moving at a loss. As a result, they filed tariff amendments to increase 
rates effective January 2, 196. The regulatory agency at that time was 
the Board of Transport Commissioners, the precursor to the Canadian 
Transport Commission (CTC). 


The Board of Transport Commissioners acted by suspending the proposed 
increase in rates and called upon the railways to demonstrate reasons for 
the requested increase. The railways contended that the existing rates 
were non-compensatory and, therefore, could not lawfully be continued. 
They insisted that the proposed increase in rates was just and reasonable 
and was Closely related to export rates which had been previously 
approved by the Board”. 


Opposition to the proposed increase in freight rates came from those 
who felt that it was against national policy relating to freight rates. 
They argued that it violated the 'freeze' on freight rates under the 
Freight Reduction Act of 1959 and any increase was contrary to the 
Principle of equality of rates to Maritime and U.S. ports and would most 
likely result in the diversion of traffic to U.S; and Western Canadian 
ports to the detriment of the Maritime economy. They also contended that 
the increased cost of moving grain could not be added to the price of the 
commodity without reducing total sales and, therefore, would have to be 
charged against producers who, the railways had admitted, could not bear 


increased grain rates without diff romlty 6 


In the final analysis, the Board disallowed the proposed rates, but 
it prescribed a new base level of compensatory rates which reflected a 
compromise between the railways' request and the level of existing 
rates. Those compensatory rates covered variable costs and made some 
contribution to railway constant costs. 
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Because the MacPherson Royal Commission had not yet completed its 
work there was a general desire to await its recommendations. In the 
interim, the old rates were maintained in effect by Order-in-Council 
through a series of six month extensions. This continued from the 
effective date of the new rates, i.e. December 1960 to June 1966, when 
the railways were paid the difference between the rates in effect in 
November, 1960, and the compensatory rates that had been approved by the 


Board of Transport Commissioners . The payment preceded the actual 
implementation of the legislation resulting from the MacPherson Royal 
Commission (i.e. the National Transportation Act of 1967). 


The At and East rates on grain and flour were incorporated into the 
Railway Act and thus made statutory under Section 272°. Section 272 of 
the Railway Act provides the mandate for the subsidy program, i.e. ''to 
encourage the continued use of eastern ports". The Act also states that 
the railways must receive rates which are compensatory and the CTC should 
establish this compensatory level for the rates. The Government of 
Canada, through the CTC, would provide a payment equal to the difference 
between the statutory fixed rate and the compensatory rate on each unit 
of grain and/or flour moved. The subsidy applies to: 


a) grain moving for export by rail received ex-water at Lake ports 
on Georgian Bay, Lake Huron, Lake Ontario and the Upper 
St. Lawrence as far as Prescott; 


b) flour moving for export from any point in Canada, east of the 


90th degree of west longitude (roughly Thunder Bay). 


The rail destination may be any port on the St. Lawrence east of and 
including Montreal as well as Saint John, N.B. and Halifax. 


At first, the At and East subsidy applied only to the movement of 
western grain and flour to eastern Canadian ports. However, on February 
23, 1978, the CTC, through Order No. R-26479 extended the coverage of 
Section 272 of the Railway Act to include Ontario export grain, provided 
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TABLE 10 
"'AT AND FAST", GRAIN AND FLOUR VOILMBS AND SUBSIDY PAYMENIS 
(1976-1985) 
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YEAR PAYMENT ‘TONNES $ PR PAYMENT TONNES $ PR PAYMENT 
($ Million) TONNE ($ Million) TONNE ($ Million) 


1976 14.2 876,838 += «16.17 9.7 401,430 -24.25 23. 6 
1977 15.3 846,509 1805 12:1. 1455. 186" onze cee 27.8 
1978 11.7 684,618 17.14 17.4 469,152 37,20 29, 2 
1979 127" 602657 9 141853) 22.0 567,044 38.88 34.7 
1980 16.3 860,116 1880 19.7 460,953 42.81 36.1 
1981 15.6 730,776 21.09 22.9 475,207 «48.19 38,5 
1982 16.8 77,677 23.4 181 323812 56.24 34.9 
1983 14.5 630,172 23,00 16.2 277,307 «58.40 30.7 
1984 15.0 642,083 23,36 22.9 304,248 58.08 37.9 
1985 13.0 564,154 23.04 15.3 240,645 63,58 28:3 
1976-1985 14.5 726,369 -~—«19. 96 17.6 406,308 =~ 43,32 32.2 
(Average) 


SR AER re ne, See en Be ee ey ee ee ee CL ee 


SOURCE: (Ganadian Transport Gomission (CIC). 
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TABLE 11 
RAIL STOP OFF-CHARGES 
(1976-1985) 


YEAR AMOUNT ($) 
1976 725,000 
1977 850, 000 
1978 9¢3, 513 
1979 16,008.28 
1980 840,923 
198] 851,596 
1982 652,000 
1983 Gao. cb) 
1984 614,417 
1985 513,448 
TOTAL 7,722,447 
AVERAGE 772,244 


er 


SOURCE: Canadian Transport Commission. 
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that ''the traffic is received ex-water at the terminals involved'' (namely 
Collingwood, Owen Sound, Port McNicol] and Midland)’. 


In addition to the statutory subsidy paid to the railways, a subsidy 
is paid to western Canadian millers to eqialize rail stop-off charges for 
milling grain into export flour with those paid by eastern millers. 
Section 272 of the Railway Act freezes the stop-off charges at the 1966 
level of 3 cents per 100 lbs in Eastern Canada. Western millers receive 
the difference between the frozen eastern rate and the higher 
compensatory rate which they are charged. In 1986, the compensatory rate 
was 31 cents per 100 lbs. 


Between 1976 and 1985, the Federal Government has paid out annually 
an average of $32.2 million in At and East subsidies (Table 10) and 
$772,244 in stop-off charges (Table 11). The At and East subsidy in 1985 
amounted to $23.04/tonne for grain and $63.58/tonne for flour. 


In addition to rail stop-off charges, the railways impose an 
"off-line'' penalty for milling-in-transit privileges for those locations 
Situated off the main line. For example, the flour mill at Port Colborne 
is assessed this penalty if the flour milled-in-transit is not destined 
for Halifax or Saint John. On the other hand grain milled in Montreal is 
considered to be "on-line'' from the railway point of view and, therefore, 


: . 8 
not subject to the penalty . 


The major grains eligible for the At and East subsidy are wheat , 
oats, barley, corn/rye, soybeans and buckwheat. These grains may be 
eligible for the subsidy on railway movements from Bay port elevators to 
Montreal and Quebec City’. 


5.2 IMPACT OF '"'AT AND EAST’ GRAIN ON TRANSFER ELEVATORS 
In terms of grain handled, the transfer elevators which benefit the 


most from the At and East subsidy program are those which are located on 


Georgian Bay and the Atlantic coast. These elevators handle a 
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TABLE 12 
"AT AND EAST" GRAIN SHIPMENTS BY TRANSFER ELEVATOR 1981-82 TO 1985-86 

(TONNES) 
i a a et hye te re pe re) oy ee 
LEVATOR LOCATION TYPE OF GRAIN SHIPMENTS 1981-82 1982-83 1983-84 1984-85 1985-86 5 Year 

Average 

ee 
ORGIAN BAY 


11 ingwood "At and East" - - 5 = 14,816 2,963 
Total Shipments 100,457 83,885 102,958 81,074 88, 488 OVeare 


Share of "At and East" (%) - - 16.7 B22 
dland "At and East" 313, 348 136, 231 162,728 135,578 160, 607 181,698 
Total Shipments 576, 382 500, 773 570,259 465,635 566, 108 535,831 
Share of "At and East" (%) FA.4 27.2 28.5 29.1 28.4 33.9 
en Sound "At and East" 38, 768 32,886 53,849 47,367 45,174 43,609 
Total Shipments 129,912 158,807 148,534 146, 280 152,047 147,116 
Share of "At and East" (%) 29.8 20.7 %.3 32.4 29.7 29.6 
rt McNicol] "At and East" 213,122 199, 503 262,725 181, 352 247, 980 232, 936 
Total Shipments A3,308 242,204 204, 164 222,072 268,015 267,952 
Share of "At and East" (%) 79.6 82.4 99.5 Sly 92.5 86.9 


a 


URCES: Canada Grains Council, Grain Movements Through the Transfer Elevators in Eastern Canada (Feb. 1984, 
April 1985-1987); Canadian Transport Cormission. 
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Significantly large proportion of subsidized grain from Western Canada 
and Ontario. This grain is transshipped by rail for export or stored 
temporarily for eventual forwarding by vessel to overseas destinations. 
The pattern and use of transportation modes, i.e. rail and/or water, are 
also influenced by seasonal conditions. During the winter months, the 
ports of Halifax and Saint John remain ice-free and this condition 


permits the railing of grain for export through Atlantic port elevators. 


Georgian Bay Flevators 


Of the Georgian Bay group of elevators, Collingwood is the only 
facility which has not handled much At and East grain in recent times. 
This is due primarily to the fact that the Collingwood transfer elevator 
handles grain for domestic and industrial uses. On the other hand, 
Midland, Owen Sound and Port McNicoll, as Table 12 shows, have depended 
heavily on subsidized grain for their activity. In the period, 1981-82 
to 1985-86, Port McNicoll has relied almost exclusively on At and Fast 
grain shipments. Average total shipments amounted to 267,953 tonnes of 
which 232,936 tonnes or 87 percent was At and East grain. Data for 


earlier years (see Appendix) suggest that this is a continuing trend. 


In the period 1981-82 to 1985-86, total average shipments from the 
Midland elevators amounted to 535,831 tonnes of which 181,698 tonnes or 
33.9 percent was At and East grain. However since 1982-83, as Table 12 
shows, At and East grain as a proportion of total shipments has declined 
from a high of 53.9 percent in 1981-82 to only 28.4 percent in 1985-86. 
Historically, these elevators have relied on At and Fast grain shipments 


for over 50 percent of their traffic (see Appendix). 


Owen Sound has experienced wide fluctuations in the proportion of At 
and Fast grain handled. In the period 1981-82 to 1985-86, subsidized 
grain as proportion of total shipped fluctuated between 20.7 percent in 
1982-83 and 32.4 percent in 1984-85. The five year average was 29.6 
percent. In the past, this elevator has relied on At and Fast shipments 


for over 40 percent of its throughput (See Appendix). 
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TABLE 13 
"AT AND FAST"' GRAIN SHIFMENIS ie TRANSFR _ ELEVATOR 1981-82 TO 1985-86 
TONNES) 


LEVATOR LOCATION ‘TYPE OF GRAIN SHIFMENTS 1981-82 1982-83 1983-84 1984-85 1985-86 5 Year 


Average 
PPER GREAT LAKES 
indsor "At and East"! 7 ® - 26, 877 SROs 
Total Shipments 442,162 426,177 457,549 607,261 431,020 472,834 
Share of "'At and East"! (%) - - - - 6.2 1.1 
oderich "At and East" - - - é 5, 230 1,046 
Total Shipments 525,227 419,839 453,178 427,436 415,505 448, 237 
Share of "At and East"! (%) - - - - 1:3 0,2 
amia "At and Fast!! 106,131 75,456 134, 459 627 76, 727 78, 680 
Total Shipments 662,229 496,438 741,506 624,372 624,637 629,836 


Share of ''At and Fast'' (%) 16.0 15.2 18.1 0.1 12.5 Ze5 


OURCES: Ganada Grains @uncil, Grain Movements Through the Transfer Elevators in Eastem Ganada 
(Feb., 1984, April 1985, 1986 and 1987) and Canada Transport Gomission (CIC). 
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Upper Great Lakes 


Recent data indicate that the Upper Great Lakes transfer elevators do 
not rely on At and East grain shipments for significant grain handling 
activity. Of the three elevators in this group, Sarnia is the only one 
that has handled subsidized grain between 1981-82 and 1984-85. However, 
both Windsor and Goderich handled At and East grain in 1985-86. As 
Table 13 shows, of the total average shipments of 629,836 tonnes through 
Sarnia, only 78,680 tonnes or 12:5 percent was At and East grain. 

Earlier data indicate a much higher proportion (21.5 percent) of At and 
East grain traffic relative to the total (see Appendix). Based on 
historical data, the proportion of At and East grain shipments through 
Sarnia, although subject to Significant fluctuation, is declining. It 
has not surpassed 20 percent since 1979-80 and fell to an all time low of 
0.1 percent in 1984-85. 


The transfer facilities at Goderich and Windsor have not handled much 
At and East grain traffic in recent years. Table 13 indicates that these 
elevators have handled significant volumes of grain between 1981-82 and 
1984-85, but none of it was At and East grain. In earlier years, At and 
East grain shipments as a proportion of the total averaged only 5.4 
percent (see Appendix): In fact, since 1972-73 when 24 percent of grain 
traffic represented At and East shipments, Goderich's At and East 
shipments each year have been less than 10 percent of total grain 


traffic. This elevator serves the local grain trade. 


Windsor transfer elevator has handled only limited qantities of 
At and East grain shipments since it commenced operation in 1980. It 
serves the local grain industry and ADM oilseed crushing plant. Over the 
five year period, 1981-82 to 1985-86, the volume of grain shipments from 
this elevator has generally increased. 


The Upper Great Lakes group of transfer elevators have, in recent 
years, demonstrated that their viability is not dependent on At and East 


grain traffic. Sarnia is the only elevator to show any sensitivity to At 
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TABLE 14 
"AT AND EAST"' GRAIN SHIEMENIS mt EG ELEVATOR 1981-82 TO 1985-86 


EVATOR LOCATION TYPE OF GRAIN SHIEMENIS 1981-82 1982-83 1983-84 1984-85 1985-86 5 Year 


Average 
WER LAKES/ 
rt G)lbome "At and East"! - 4,998 = 2,946 2,519 2,093 
Total Shipments 321,823 205,644 172,20 118,161 125,199 188,600 
Share of "At and East'' (%) - 2.4 = 25 2.0 Is 
escott "At and East'' 42, 875 AS, 481 36, 829 42,729 39, 069 Al, 397 
Total Shipments290, 501 290,501 220,105 224,612 196,769 230,001 234,198 
Share of "At and East"' (%) 14.8 19.9 16.4 paleo! 17.0 ia 


Estimated total shipments for 1985-86. 


URCES: (Ganada Grains @uncil, Grain Movements Through the Transfer Elevators in Eastem Ganada 
(Feb. 1984, April 1985-87); Canadian Transport Gumission (CIC). 
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and East grain and even this facility has, in recent times, become less 
reliant on the subsidized traffic. 


Lower Lakes/Upper St. Lawrence 


The Goderich elevator at Port Colborne receives most of its grain 
from the local area and it is this source that has enabled the elevator 
to remain viable. Table 14 shows that this elevator, except for small 
shipments in 1982-83, 1984-85 and 1985-86, has not participated in the At 
and East program. Between 1981-82 and 1985-86 only 1.1 percent of total 
average grain shipments moved under the subsidy program. Historically, 
the Port Colbourne transfer facility has only handled marginal quantities 
of At and East grain. For example, according to earlier years data, At 
and East grain as a proportion of total shipments averaged only 0.9 
percent (see Appendix). The elevator serves mostly as a storage facility 
for Ontario grain. 


Prescott, like Port Colborne, serves the local feed grain industry 
and the local flour mill. It is regarded as a storage facility for 
Ontario and western produced grains. At and Fast grain shipments out of 
this elevator, although subject to considerable fluctuation, have 
remained fairly constant, on average, in the period 1981-82 to 1985-86. 
Table 14 shows At and East shipments as a proportion of total grain 
shipments have averaged 17.7 percent in that five year period. In the 
seventies, At and East grains shipments have been sporadic averaging only 
1.8 percent and were virtually non-existent in most years (see 
Appendix). 


Lower St. Lawrence Elevators 


The Lower St. Lawrence group of transfer elevators - Port Cartier, 
Quebec, Sorel, Trois Riviéres, Baie Comeau and Montreal - are high 
throughput facilities which facilitate Canada's export grain trade. The 
majority of grain (about 90 percent) arrives by vessel from either 
Thunder Bay or U.S. lake ports. The remainder generally arrives by rail 
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TABLE 15 
"AT AND FAST" GRAIN RECEIPIS BY TRANSFER ELEVATOR 1981-82 TO 1985-86 
(TONNES) 
a MS itive fs i istaoig fend 
LEVATOR LOCATION TYPE OF GRAIN RECEIPTS 1981-82 1982-83 1983-84 1984-85 1985-86 5S Year 
Average 
ee oe ee ee Be ee Bk es a ls ts 


ort Grtier "At and Fast"! - - - - = = 
Total Receipts 4,631,338 4,519,752 3,549,656 3,367,602 2,527,445 3, 719, 159 
Share of "At and East!! (%) - - - = = = 

ebec "At and East"! 5, 784 - 2,753 38,004 124,094 34,127 
Total Receipts 5, 099, 364 5, 08>, 053 4. 196, 234 3,455,255 2,695,936 4,106, 368 
Share of "At and Kast"! (3) 0.1 1.) 4.6 0. 8 

ore] "At and East"! - - - - 19,160 3, 832 
Total Receipts 1,115,269 949,428 1,341,259 137,768 606,872 830,119 
Share of ''At and East!’ (3) ~ - - - Ae O25 

rois Rivieres "At and Fast"! 7, 08) ~ 14,941 14, 086 19,044 11,030 
Total Receipts 1,028,196 994,006 1,187,486 878,302 679,788 953,556 
Share of "At and East!’ (%) CMe OF V3 1.6 2.8 1-2 

aie Comeau "At and East'' 57, ~ - . - cae 
Tota] Receipts 3, 302, 686 3,625,306 3,568,705 2,752,789 2,752, 702 3, 200, 456 
Share of "At and Esst'' (3) - ~ - ~ - ~ 

nt rea] "At and East"! - ~ 3, 068 16,714 72, 898 18,536 
Total Receipts 3,475,139 3,584,273 3,606,889 2,950,§40 2,412,356 3,205, 799 
Share of ''At and Bst'! (3) - - 0.1 0. 6 3.0 0. 6 


ea ee ee ee ee ee ee ee ee ee ee 
URCES: Ganada Grains Gouncil, Grain Movements Through the Transfer Elevators in Easter Canada (Feb., 1984; 
Til, 1985-1987); Canadian Transport Commission. 
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through programs such as the Canadian Wheat Board (CWB) Winter Rail 
Program or by truck. These elevators have not participated in the At and 
East program in a significant way. 


Table 15 shows that between 1981-82 and 1984-85, Port Cartier and 
Sorel have not handled any At and Fast Grain and only marginal quantities 
were received at the other facilities. Port Cartier and Baie Comeau do 
not participate in the At and Fast program because they do not have rail 
Service. Quebec, Montreal and Trois Rivieres were the most likely 
destination for At and Fast grain. Between 1981-82 and 1985-86, the 
Proportion of At and East grain to total receipts at Quebec, Montreal and 
Trois Rivieres averaged 0.8 percent, 0.6 percent and 1.2 percent 
respectively. In earlier years the trend was almost identical (see 
Appendix). 


Atlantic Flevators 


As indicated earlier, the Atlantic transfer elevators owe much of 
their importance to the fact that they are ice-free during the winter 
months. Hence, they facilitate the export of grain when some eastern 
ports are inaccessible. The elevator at Saint John is normally 
operationaJ in the months of December to March. It is not equipped to 
receive grain by vessel. Halifax received about one-third of its grain 
by water. The remaining two-thirds is received by rail during the winter 
months. Almost all the grain receipts at Saint John are exported whereas 
Halifax normally retains a sizeable portion for domestic use. Both 
elevators rely heavily on Bay ports for their grain traffic. 


Like the Bay port transfer elevators, the Atlantic transfer elevators 
rely almost exclusively on the "At and Fast" subsidy program for their 
grain traffic. The Saint John elevator owes its existence to subsidized 
grain receipts. Table 16 shows Saint John's share of At and East grain 
as a percentage of total receipts averaged almost 100 percent during the 
period 1981-82 to 1985-86. Data for an earlier period (see Appendix) 
indicate that this is a continuing trend. At Halifax, subsidized grain 
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TABLE 16 
"AT AND FAST"' GRAIN RECEIPIS re ES ELEVATOR 1981-82 TO 1985-86 
~ CTONNES 


ee ee ety tiligatias 
LEVATOR LOCATION TYPE OF GRAIN RECEIPTS 1981-82 1982-83 1983-84 1984-85 1985-86 5 Year 
| Average © 
(TLANTIC ELEVATORS 


aint John "At and East"! 409,145 281,271 362, 018* 173,269 + ~—«- 251, 978 295, 536 

| Total Receipts 411,372 284,235 = 340,143» 209,362, 316,085 ~— 312,230 
Share of "At and East'! (%) 99.5 99. 0 106. 4 82.8 7 94.7 

blifax "At and Fast'! 401,233 258,991 = 322,721 3=-138,415 136,558 + ~—- 251, SBA 

| Total Receipts 523,434 423,598 + — 471,563 =: 203,336 = 372,218 ~—- 41.6, 830 
Share of "At and East"! (3) 16.7 61.1 68.4 47.2 36. 7 60.4 


| 
ite ee ee ES ci 
OURCES: Ganada Grains Gouncil, Grain Movenents Through the Transfer Elevators in Eastem Canada 

(Feb. , 1984; April 1985-1987); Canadian Transport Commission. 


* Discrepency apparently due to differences in recording payment and shipment years. 
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TABLE 17 
14 YEAR AVERAGE "'AT AND EAST"! GRAIN SHIEMENIS BY 
EASTERN TRANSFRR ELEVATORS 
(1972-73 to 1985-86) 


a ee Pee) et Mn eer ae Pee gd eee eed fe 


TRANSFRR ELEVATORS AT AND FAST SHTEMENIS ‘TOTAL SHIFMENIS SHARE OF AT AND FAST 
14 YEAR AVERAGE 14 YEAR AVERAGE (%) 
GEORGIAN BAY GROUP --- TONNES --- 
Port McNicoll 238, 069 262, 777 90. 6 
Midland 240, 650 487, 795 49.3 
Qwen Sound 54,313 155, 785 4.9 
G11 ingwood 1,350 106, 711 As 3 
UPPER GREAT LAKES 
Windsor ~ 188, 772 2 
Goderich 14,012 4) 4, 378 3.4 
Samia 90, 796 520, 622 17.4 


LOWER LAKES/UPPER ST. LAWRENCE 


Port Colbourne 1,579 207, 722 0.7 
Prescott 18, 743 274, 412 6.8 


LOWER ST, LAWRENCE* 


Montreal 3, 741 3, 200, 906 0.1 
Sorel 1,825 1,138, 078 0. 2 
Trois Riviéres 2,579 1,016, 454 0.3 
Quebec 7,424 Se ADA KISS 0. 2 
Port Grtier - 3, 895, 620 - 
Baie Comeau - 3, 055, 80) 

ATLANTIC PORTS* 

Saint Jbobn 366, 438 383, 047 95. 7 
Halifax 300, 740 447,186 GJe3 


es Se ae NR Ak Me Mt 
*Volume data represent receipts rather than shipments. 


SOURCES: Derived from Tables 12 to 16 and Appendix Table ij. 
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and flour shipments have averaged about 67 percent of the total since 
1971. Heavy reliance on "'At and East'' traffic emanating from Bay port 
transfer elevators has had implications in terms of capacity utilization 
of Atlantic elevators. They are used to capacity only for a short period 
of time during each year and this imposes a financial burden on the 
operators. Of the two elevators, Halifax seems to be more important in 
terms of its impact on the local economy. The Halifax elevator serves 
the nearby Dover flour mill and the local feed grain industry. As well, 
it provides a greater number of jobs than the elevator at Saint John 
which is basically an export outfit. 


In a general sense, the degree to which eastern transfer elevators 
rely on At and Fast grain traffic could be evaluated by using a somewhat 
arbitrary scale. The assumption could be made that the degree of 
elevator dependence could be measured by the proportion of subsidized 
grain handled. Given total shipments or receipts, elevators could be 
classified as very dependent, marginally dependent or not dependent on 
the At and East grain traffic when 30 percent or higher, 10 percent or 
higher, or less than 10 percent respectively of total shipments or 
receipts are accounted for by At and East statutory grain. 


Table 17 identifies elevator dependence on At and East grain traffic 
over a fourteen year period. The most dependent elevators, according to 
this scale are Saint John, Port McNicoll, Halifax, two at Midland, and 
Owen Sound. Sarnia is marginally dependent on the program. All others 
are not dependent on the subsidy. Hence, of the twenty-four transfer 
facilities in Eastern Canada, the At and East subsidy program is critical 
to only six and these are located in Georgian Bay and the Atlantic ports. 


3.3 COSTS OF POSITIONING EXPORT GRAIN AND FLOUR 
Major Grain Flows 


The positioning of export and domestic grains in eastern Canada 
involves a variety of transport modes and routes: 
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Prairie Grain 


Domestic: 
i) Rail and laker ex Thunder Bay to domestic markets in 
Eastern Canada. 
i) Rail direct from the Prairies to domestic marekts in 
Eastern Canada (includes producer cars and grain moved on 
account of shipper - referred to as Plan C in the C.W.B. 
Handling Agreement). 
Export: 
i) Rail and laker ex Thunder Bay to lower St. Lawrence River 
ports for subsequent export. 
ii) Direct ocean vessel ex Thunder Bay. 
iii) Laker ex Thunder Bay to Georgian Bay ports for subsequent 


Ontario Grain 


rail movement to lower St. Lawrence and Maritime ports. 


Domestic: 
i) Rail or truck from country elevators to processors in 
Ontario and Quebec. 
ii) Laker ex Ontario transfer elevators to domestic markets. 
vii) Trucked from Ontario farms to domestic markets in Quebec. 
EXPOrGs 
i) Laker ex Ontario transfer elevators to lower St. Lawrence 
River ports for subsequent export. 
ji) Ocean vessel direct from Ontario transfer elevators. 
iii) Rail from Georgian Bay Ports to lower St. Lawrence River 


and Maritime Ports. 
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An outline of subsidy programs affecting the various modes/routes is 
presented below. 


a) Saskatoon Primary Elevator| WGTA subsidized Rail Rate to 


Thunder Bay | Laker from Thunder Bay to Lower St. Lawrence 
POre: 


b) Saskatoon Primary Elevator| WGTA subsidized Rail Rate to 


Thunder Bay | Laker from Thunder Bay to Bay Port elevator | 
subsidized "At and Fast" rail rate from Bay port to Maritime 
Port. 


c) Direct rail at Commercial rate from Prairie elevator to Lower 


St. Lawrence. 


d) Saskatoon Primary elevator | WGTA subsidized rate to Thunder 
Bay | CWB Winter Rail movement from Thunder Bay at negotiated 


rate to Lower St. Lawrence Port. 


Ontario produced grain moving to the domestic and export market 
utilizes the route options outlined above. For the most part, Ontario 
production moves at negotiated rates and is accorded the At and East 
subsidy only when the grain is received ex-water at an Ontario transfer 
elevator. This implies that grain trucked or railed into a transfer 
elevator must be lifted and transported by laker into another transfer 


elevator to be eligible for the At and East subsidy. 


The costs of positioning export grain and flour at Eastern Canadian 
ports are influenced by the statutory At and East rates and the 
competitive nature of the rail and water modes. Some pci neaie have 
demonstrated certain inefficiencies associated with the At and East 
program. The main argument against the program is that it tends to 
discourage the shipment of grain and flour through the most cost 
efficient route. As a result, it distorts resource allocation in the 
transportation and agricultural sectors in Eastern Canada. This section 
examines various transport routes and modes for the export of flour and 
grain through eastern ports so as to identify the most cost efficient 


alternative. 
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TABLE 18 
FOSITIONING COSTS/(TARIFRS) OF EXPORT GRAIN (WHEAT) FROM SASKATCHEWAN TO 
FASTRRN CANADIAN ERTS, 1985 


SHIPPERS' RATES COMPENSATORY RATES 
EXPORT ROUTE PORT OF EXPORT FORT OF EXPORT 
Montreal Saint Jbhn/Hlifax Montreal Saint .bhn Hlifax 
1. Wheat, al) rail - $ PR TOME - 


a) Wheat via rail fran elevator (Saskatoon) 


to Thunder Bay 5.90 5.90 5. 90 5.90 5.90 
bh) Thunder Bay fobbing to rail 5.79 5.79 5.79 5. 79 5.79 
c) Wheat via rail from Thomder Bay to 
Port of Export 30. 62 44.18 30. 62 44.18 44.18 
d) Elevation to "in store!’ at Port of Export S157 3. 38 S57, 3. 38 3. 38 
Total @st 45.68 59. 25 45. 68 59. 25 59, 25 
2. Wheat, rail -water-rai} 
a) Wheat via rail from elevator (Saskatoon) 
to Thunder Bay 5.90 5.90 5. 90 5.90 5.90 
b) Wheat via water from Thumder Bay to | 
Lake Port (Midland) 19.04 19.04 19.04 19. 04 19.04 
c) Elevation at Lake Port to rail . 80 . 80 . 80 . 80 . 80 
d) Wheat via rail from Lake Port to 
Port of Export* 5.11 5.57 26. 77 32. 49 39, 93 
e) Elevation to "in store'' at Port of Export 3207 3. 38 x Rf Bro 3. 38 
Total ®st 34.22 34. 69 55. 88 61. 41 69. 05 


3. Wheat, rai] -water 


a) Wheat via rail from elevator (Saskatoon) 
to Thunder Bay 5.90 5.90 5.90 N/A 5.90 
b) Wheat via water from Thunder Bay to 
Port of Export (Includes T.B. fobbing to . 
water am elevation to ''in store’ at Port) 20.75 31. 26* 20.75 N/A 31. 26 


Total @st = 26. 65 37.16 26. 65 N/A 37.16 


*Shows the 'frozen'' portion of shippers rates. 
*Applicable only to Halifax because no marine facility exists at Saint Jbhn. 


SOURCES: (Ganadian Transport Commission (CIC), Canada Grains Gouncil (OGC) and 
Atlantic Provinces Transportation @mmission (APIC). 
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Prairie and Ontario produced grains moving for export through eastern 
ports could utilize any of a number of export routes. Assuming that 
grain originates from the prairies, it could move either by rail, ora 
combination of rail-water-rail or just rail-water. Of these options, the 
rail-water-rail route is the only one which would qualify for the At and 
East subsidy since it would normally involve the transshipment of grain 
from one of the eastern transfer elevators. Table 18 identifies the 


costs of using the above mentioned routes. 


Shippers pay the full costs of positioning grain moving by rail from 
Thunder Bay to any of the export ports further east. In the case of the 
all rail movement from a prairie location, shippers pay less than the 
full costs of transportation to Thunder Bay because of the subsidy under 
the Western Grain Transportation Act (WGTA) on statutory grain. Table 18 
shows that the shippers' rates and compensatory rates are identical for 
the all rail as well as the rail-water routes. The per tonne costs to 
shippers using the rail-water route are generally less than the costs 
involved in using either the all rail or rail-water-rail option. 

Table 18 shows that the subsidized rail-water-rail route, however, is the 
most expensive option in the absence of the subsidy for movements from 
Saskatoon, Saskatchewan to Montreal, Saint John and Halifax. For 
movements to Montreal from Saskatoon, the difference in per tonne costs 
in 1985 between the rail-water-rail and the rail-water route was $31.89 
($69. 05-$37.16). To Saint John there was only a marginal difference. 
With the At and East subsidy, the rail-water-rail route, although less 
expensive to shippers relative to the all rail route, is still more 


costly than the rail-water alternative. 


A cost comparison for transporting a tonne of flour as wheat from a 
selected number of origins to certain destinations has also been 
developed. The origins under consideration are Saskatoon, Saskatchewan ; 
Midland, Ontario and Hanover, Ontario. The destinations are Montreal, 
Saint John and Halifax. 
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TABLE 19 
POSITIONING COSTS/(TARIFFS) OF EXPORT FLOUR FROM SASKATCHENAN TO 
EASTERN CANADIAN FORTS, 1985 


SHIPPERS' RATES COMPENSATORY RATES 
EXPORT ROUTE FORT OF EXPORT PORT OF EXRRT 
Montteal Saint Jobn/Hilifax Montreal Saint .Jbbn Hhlifax 


1. Flour, all rail, milled in Westem Camda - $ PR TONE - 
a) Flour via rail fron mill (Saskatoon) to 5.90 5.90 5.90 5.90 5.90 
Thunder Bay 
b) Flour via rail from Thunder Bay to 11.52 74 47,92 64. 06 76. 94 
Port of Export’ 
c) Wharfage . 59 . 67 . 59 Roy, . 67 
Total ®@st 18.01 18.3) SA, 41 70. 63 83. 51 
2. Flour, rail -water-rail, milled at Lake 
rt and, Ont.. 
a) Wheat via rail fram elevator (Saskatoon) 
to Thunder Bay 8.14 8.14 8.14 8.14 8.14 
b) Wheat via water from Thunder Bay 26. 28 26. 28 26. 28 26. 28 26. 28 
to Lake Port (Midland) 
c) Outward elevation to flour mill 173 1.73 1.73 1973 1. 73 
d) Flour via rail from Lake Port (Midland) 8.54 8. 76 51635 50. 57 71.76 
to Port of Export* 
e) Wharfage 59 G7 59 67 . 67 
Total @st 45.28 45.58 68. 07 87.39 108.58 


3. Flour, all rail, milled at Lake Port 
(Midland, Ont.) 


a) Wheat via rail from elevator (Saskatoon) 


to Thunder Bay 8.14 8.14 8.14 8.14 8.14 
b) Thunder Bay fobbing to rail 7.99 7.99 7.99 7.99 7.99 
Cc) Wheat /Flour via rail from Thomer Bay to 

Port of Export*. (Milled in Transit at 

Midland... rate includes deliver to Wharf) 11.52 11.74 59.13 79.17 102.90 
d) Stop-off charge . 66 . 66 rer Incl. Incl. 
e) Out of line haul charge . 66 . 6 Incl. Incl. Incl. 
£) Wharfage . 59 . 67 .59 67 . 67 

Total @©st 29.56 29. 86 75. 85 95.97 119.70 
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The initial cost comparison involves the movement of flour via rail 
from Saskatoon to Montreal, Saint John and Halifax. Flour milled in 
Saskatoon could move to the three selected eastern export ports 
exclusively by rail or by the rail-water-rail mode. Alternatively it 
could move as grain from Saskatoon, milled-in-transit in Eastern Canada, 
then railed to export position. Table 19 shows the costs involved in 


each option. 


In the all rail movement of flour from Saskatoon to an eastern port, 
the table shows that in 1985 the per tonne costs to shippers using the At 
and East route were $18.01 and $18.3) to Montreal and Halifax/Saint John 
respectively. Excluding the subsidy, the real costs to these 
destinations, i.e. Montreal, Saint John and Halifax were $54. 41 /tonne, 
$70.63/tonne and $83.51 /tonne respectively. 


When flour moves as wheat via rail from Saskatoon to Thunder Bay, 
milled-in-transit after being moved as grain to a Bay port elevator by 
laker and then transported by rail to export position, the costs are much 
higher than the all rail option (Table 18). In 1985, the per tonne costs 
to shippers who used this option were $45.28 and $45.58 to Montreal and 
Saint John/Halifax respectively. In the absence of the subsidy, the per 
tonne costs to shippers would have been $68.07, $87.39 and $108.58 to 
Montreal, Saint John and Halifax respectively. 


Instead of being transported by laker from Thunder Bay to Midland for 
eventual processing, Prairie grain moving as export flour could be 
transported exclusively by rail despite being milled in transit. By 
using only the rail mode, shippers pay relatively less to move their 
commodity than would otherwise be the case if they use the 
rail-water-rail option. Discounting the subsidy, the all rail option for 
milling-in-transit is more costly than the rail-water-rail alternative. 
Table 19 shows the costs associated with this option in 1985. Per tonne 
costs to shippers using only the rail mode were $29.56 and $29. 86 to 
position flour at Montreal and Saint John/Halifax respectively. 

Excluding the subsidy, the costs per tonne to shippers should have been 
$75.85, $95.97, and $119.70 to position floor at Montreal, Saint John and 


Halifax respectively. 
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TABLE 19 (cont' ) 
POSITIONING COSTS/(TARIFFS) OF EXPORT FLOUR FROM SASKATCHBNAN TO 
FASTERN CANADIAN FORTS, 1985 


SHIPPERS' RATES COMPENSATORY RATES 
EXRRT ROUTE PORT OF EXPORT PORT OF EXRRT 
Montreal Hilifax/Saint John Montreal Saint John Hblifax 


a 


4. Flour, rail-water-rail, milled Inland - $ PR TONE - 

(Hanover, Ont.) 
a) Wheat via rail from elevator 

(Saskatoon to Thunder Bay 8.14 8.14 8.14 8.14 8.14 
b) Wheat via water from Thunder Bay 

to Lake Port 26. 28 26. 28 26. 28 26. 28 26. 28 
c) Wheat flour via rail from Lake Port 

to Port of Export* 8,54 8. 76 46. 52 60.30 69,51 
d) Stop-off charge Incl. Incl. Incl. Incl. Incl. 
e) Out of line haul charge 77 Legh 4 Incl. Incl. Incl. 
f) Wharfage 59 67 59 67 . 67 

Total @st 44,82 45.12 81.53 95.39 104.60 


5. Flour, all rail, milled Inland 
Hanover, Ont. 


a) Wheat via rail from elevator (Saskatoon) 


to Thunder Bay 8.14 8.14 8.14 8.14 8.14 
b) Thunder Bay fobbing to rail 7.99 7.99 7.99 7.99 7.99 
c) Wheat /flour via rail from Thunder Bay to 

Port of Export*. (Milled in transit at 

Hanover... rate includes delivery to wharf) 11.52 11.74 59.13 WOR) 91. 47 
d) Stop-off charge . 66 . 66 Incl. Incl. Incl. 
e) Out-of Jine haul charge 7 Vez Incl. Incl. Incl, 
f) Wharfage “oo . 67 .59 . 67 67 


Total @st 30.17 30. 47 15.85 87.17 108.27 


JM62-~- 


The main reason for the difference in costs to shippers between the 
rail-water-rail route and the all rail route is because grain is treated 
as flour from the point of origin to destination and the all rail route 
is subsidized under regulation. In other words, a through rate!! 
applies to the all rail movement. Under through rate regulations, flour 
millers can purchase wheat for which the maximum freight rate payable on 
movements to the mill is the same that applies to flour from the mill to 
port. In the all rail example, the per tonne costs to shippers, under 
the At and East program, in 1985, for the movement of wheat/flour from 
Thunder Bay to either Montreal or Saint John/Halifax were only $11.52 and 
$11.74 respectively compared to per tonne costs of $26.28 to move wheat 


via water from Thunder Bay to Midland, a much shorter destination. 


Most flour milling activity takes place at inland locations. The 
costs of positioning export flour from these inland milling facilities 
can also be used in comparing route costs. Hanover, Ontario provides a 
good example of an inland flour milling location. To be milled into 
flour, the grain can be transported from Western Canada, say Saskatoon, 
then milled and forwarded to an export position. Transportation from 
origin to destination could be either the rail-water-rail or all rail 


route. 


First, consider the rail-water-rail route. Table 19 illustrates this 
example. Wheat is railed from an elevator in Saskatoon to Thunder Bay at 
the WGTA statutory rate. It is then unloaded on to a laker which takes 
it to Owen Sound, Ontario, from where it goes to Hanover to be milled 
into flour and then moved for export by rail to either Montreal, Halifax 
or Saint John. This grain incurs a stop-off charge and an out-of -line 
haul charge because it is milled-in-transit into export flour and the 
milling facility is off a main line. In 1985, the per tonne costs to 
shippers under the At and Fast program were $44.82 and $45.12 for 
movements to Montreal and Saint John/Halifax respectively. In the 
absence of the subsidy, shippers would have incurred per tonne costs of 
$81.53, $95.39 and $104.60 for movements to Montreal, Saint John and 


Halifax respectively. 
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TABLE 19 (cont!) 
POSITIONING COSTS/(TARIFFS) OF EXPORT FLOUR FROM SASKATCHEWAN TO 
EASTERN CANADIAN FORTS, 1985 


SHIPPERS' RATES COMPENSATORY RATES 
EXPORT ROUTE FORT OF EXPORT PORT OF EXRRT 
Montreal Saint John/Hhlifax Montreal Saint John Hblifa 


6. Flour, all rail, milled at Port of Export ~ $ PR TOME - 
a) Wheat via rail from elevator (Saskatoon) 

to Thunder Bay 8.14 8.14 8.14 N/A 8.14 
b) Thunder Bay fobbing to rail 7.99 7.99 7.99 NA  —-— 72.99 
c) Wheat /Alour via rail from Thomer Bay to 

Port of Export*. (Milled in transit at 

Port of Export. rate incl. delivery to Wharf 11.52 11.74 A0. 45 N/A 59, 26 
2) Stop-off charge 66 66 Incl. N/A Irv. 
e) Elevation from rail car to mill 6, 38 7. 80 6. 38 N/A 7. 80 
£) Wharfage . 59 . 67 . 59 N/A . 67 

Total @st 35. 28 37. 00 63.55 N/A 83. 86 

7. Flour, rail-water, milled at Port of Export 
a) Wheat via rail fron elevator (Saskatoon) 8.14 8.14 8.14 N/A 8.14 
b) Wheat via water from Thunder Bay to 

Fort of Export 28. 64 43.14* 28. 64 N/A 43.14 
c) Elevation to mill at Port of Export 3117 SiS 5.17 N/A 3.18 
d) Trucking to Wharf 4.00 6. 00 4.00 N/A 6, 00 
e) Tailgating 1.95 N/A 1.95 N/A N/A 
£) Wharfage 59 . 67 . 59 N/A .67 

Total st 46, 49 61.10 46, 49 N/A 61.10 


*Shows the 'Frozen'' portion of Shippers’ Rates. 
*Applicable only to Halifax hecause no marine receiving facility exists at Saint John. 


SOURCES: Ganadian Transport Gomission, Gnada Grains Gouncil and Atlantic Provinces 
Transportation Commission. 
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If the rail mode was the only means of transportation used in this 
movement the cost picture would have been different. Again, Table 19 
illustrates the routine and costs involved. In this example, the through 
trate applies. Grain is treated as flour from origin to destination in 
the rate application. Because only the rail mode is utilized in this 
Particular movement, the difference in costs to move grain to an export 
position is substantial. In 1985, the all rail route from Saskatoon to 
Montreal was $14.56 per tonne less ($44. 82-30.17) than the cost of the 
rail -water-rail movement from the same origin and distination. For 
Halifax and Saint John, the difference was $14.65 per tonne. Even under 
compensatory freight rates, the all rail route is cheaper than the 


rail-water-rail route for movements to Montreal, Saint John and Halifax. 


Another option available is to mill wheat into flour at the port of 
export. In terms of transportation, the choice of mode could be either 
alj rail movement from origin to destination or the rail-water 
alternative. Grain can move from Western Canada and under the all rail 
option, milled at the port of export from where it is exported. Table 19 
provides two examples of these movements and costs. When grain is milled 
into flour at the port of export, the all rail route is cheaper to 
shippers than the rail-water alternative. This occurs because shippers 
receive the At and East subsidy on all rail movements whereas in the 
rail-water case they have to pay the full costs of transporting the grain 
from Thunder Bay by vessel to export port. Table 19 shows that in 1985 
shippers using the all rail route paid $11.21 /tonne ($46. 49-$35.28) and 
$24.10/tonne ($61.10-$37.00) less to position flour at Montreal and 
_ Halifax/Saint John respectively. However, there is a reversal in the 
cost comparisons when the At and East rate is discounted. In this 
instance, the rail-water option is the cheaper route. The differences in 
per tonne costs to Montreal and Halifax were $17.06 ($63. 55-$46. 49) and 
$22.76 ($83. 86-$61.10) respectively. For all rail movement, the subsidy 
amounted to $28.27/tonne ($63. 55-$35. 28) to Montreal and $46. 86/tonne 
($83. 86-$37.00) to Halifax. No data were available for Saint John. 
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TABLE 20 
COMPARISON OF POSITIONING COSTS* FOR WHEAT AND 
FLOUR BY EXPORT ROUTE, 1985 


TO MONIRFAL TO SAINT JOHN TO HALIFAX 
EXPORT ROUTE Ships' Compen. At & Fast Ship's Compen. At & Fast Ship's Compen. At § Rast 
Rates Rates Subsidy Rates Rates WQibsidy Rates Rates Qubsidy 
(S) Del diee (S) (Cre 4G) (S) (Gkq (CS) 


1. Export flor - $ FR TNE - 


a) Flour, all rail, 


milled in Westem Canada 18.01 54.41 36.40 18.31 10.05)" Dooce 18.31 8&3. 51 65. 20 
b) Flour, all rail, milled at 

lake Port (Midland, Ont.) ZeoOY WTST8S" 46.29 29. 86 95.97 66.11 29.80: > TTOS70" "89; a 
c) Flour, all rail, milled 

inland, (Hanover, Ont.) ORL? 2% 75285 445.68 30. 47 SPT moUsTe pO.47" tUese, = 7/80) 
d) Flour, all rail, 

milled at Port of Export 66.2813 “GS-550 178577 N/A N/A N/A 37.00 83.86 46.86 


e) Flour, rail-water-rail, 

milled inland (Hanover, Ont.) AA:82¢i-)8h.53e Sb87) 45.12 05. 30 50. 27 45.12 104.60 59.48 
f) Flour, rail-water-rail, 

milled at lake Port (Midland) 45.28 68.07 22.79 45.58 Shoo sa n4l. Eb 45.58 108.58 63.00 
g) Flour, rail-~vater, 

milled Port of Export 4.49 46.49 NIL N/A N/A N/A 61.10 61.10 NIL 


2. Fxport grain (wheat) 


a) Wheat, rail-water 266500) 2hGoa NIL. N/A N/A N/A 37.10: 4 She 
b) Wheat, rai] -water-rail 2422" 55.88 21.66 se es mad 0 Be ean de 34.69 60.05 34.36 
c) Wheat, all rail 45.68 45.68 NIL So. 25 59.25 NIL 59.25 59.25 NIL 


*  TABIF derived from TABLES 18 and 19. 


- Positioning costs difference for any single value is a reflection of the 'frozen"' rail freight rate for 
grain amd flour export plus stop-off charges for flour. 
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Table 20 summarizes the data presented in Tables 18 and 19. In terms 
of export flour, it shows the increasing level of the subsidy for 
movements to Montreal, Saint John and Halifax where the subsidy is the 
highest. In 1985, the subsidy ranged from a low of $22.79 per tonne for 
movements by the rail-water-rail route for flour milled at Midland and 
then transshipped to Montreal, to a high of $89.84 per tonne for all rail 
movement of flour milled at Midland and railed to Halifax. Table 20 also 
shows that the least cost route for positioning export flour is the 
Tail-water option with milling at the port of export. Because of the 
absence of marine receiving facilities at Saint John there are no cost 
data for the rail-water route. The data indicate that all rail movement 
of flour milled in Western Canada is the cheapest option for positioning 
flour at Saint John. 


For export grain moving east of Thunder Bay, Table 20 shows that 
where the subsidy is applicable, i.e. the rail-water-rail route, its 
level increases progressively from Montreal to Halifax. However, the 
level of grain subsidization is much lower than that for flour. The 
least cost route for moving export grain east of Thunder Bay is the 
rail-water mode. In the case of Saint John the all rail option is the 
least costly. From general observation of Table 20 it is quite clear 
that for both export grain and flour moving east of Thunder Bay, the 
least costly option is the rail-water route and this would involve the 


milling of grain into flour at the port of export. 


The rates/tariffs for positioning At and East grain and flour compare 
favourably with those of alternate routes. However, the true cost of the 
At and East program should reflect the cost of the subsidy which is 
ultimately borne by the Canadian taxpayer. The cost comparisons have 
sbown that the At and East is the most expensive route when compared with 


other alternatives. 
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3.4 INEFFICIENCIES ASSOCIATED WITH "AT AND EAST" RATES 


Apart from being the most costly transportation route for the 


positioning of prairie and Ontario export grain and flour at eastern 


ports, the At and East Subsidy program causes certain economic 


distortions by contributing to equipment, volume and system 


inefficiencies in railway operations. Some of the reasons for these 


anomalies are presented below. 


a) 


Distortions Affecting the Use of Railway Equipment 


Because of the limited supply of railway cars, grain shippers 
and the railways do not normally agree on the most efficient way 
in which these cars should be utilized. Historically, 
approximately 1,000 cars have been allocated for the transport 
of grain east from Thunder Bay and a further 600 to 700 cars 
have been earmarked to operate out of the Georgian Bay/Great 
Lakes area. However, these quantities are not guaranteed and 


, ah : Ez 
have, in fact, been declining in recent years 


Over the years the situation has been made worse because the 
average distance of grain traffic has increased causing the 
average length of haul of grain to be twice as great as that for 
all other commodities. This has only served to increase the 


waiting time that shippers experience in acquiring empty cars. 


Table 21 shows that car cycle times for the At and East route 
average about 17 days longer than the direct rail route 
(Manitoba to Montreal). The longer cycle times associated with 
the At and East route combined with the decreasing supply of 
cars and increasing traffic demands have all contributed to keen 
competition for the available cars. The railways do not receive 
full compensation on this traffic since it is carried at less 
than full compensatory rates. In order to achieve cost 
reduction on a per unit basis, they would prefer to 
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TABLE 21 
1985 COSTS PRR TONNE OF POSITIONING WHEAT AT 
EASTERN PORTS USING ALTRRNATE ROUTES 


ROUTE COST PRR TONNE EXPORT CYCLE TIME 
($) POSITION (Days) 


1. Conventional Rail /laker 


- Grain is moved by rail fron 
Manitoba elevator to 
Thunder Bay under WGIA rates 
and is forwarded by Jake 
carrier at comercial rates. 25. 87 Montreal 15 


2. Direct Rail Route 


- Grain is moved by maif 
under WGIA rates to 
Thunder Bay and commercial 
rates beyond Thunder Bay. 44,90 Montreal 8-10 


CN 


. Canadian Wheat Board Winter 
Rail Program 


- ‘This is similar to the all 
rail route the only difference 
is that grain moves at negotiated 
rates beyond Thunder Bay. AW Montreal 8-10 


4. 'At and Fast' Route 


- Grin is railed to Trumder Bay 
under WGIA rates, forwarded 
by laker to a Georgian Bay 
port and then railed to 
eastem ports of export under 


the At and Fast rates. 33.44 Halifax 32 
- ‘The At and East subsidy per 

tonne 21.66 
- Total At & East Route S5eL0 


SOURCES: Derived from Table 4.1.2 in Canadian Transport Commissimm stuty 
"An Examination of the Impact of the At and ast Grain and 
Flour Subsidy Program, June, 1984, p. 65. Costs updated to reflect recent data. 


Note: (Costs Per Tonne adjusted to reflect grain movement fran Manitoba instead 
of Saskatoon, Saskatchewan as shown in Table 19. 


b) 
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utilize their equipment on a year round basis ~. However, due 
to the nature of the subsidy and its effect on traffic pattern, 
the railways are unable to enjoy the economies associated with 


efficient equipment utilization. 


The use of a limited number boxcars to transport At and East 
grain has only served to exacerbate the resource allocation 
problem. Although covered hopper cars are being used in larger 
numbers than ever before, the efficiency gains from this 
improvement in carriage is small because most of the available 
hoppers are devoted to the transportation of other commodities, 
e.g. potash. Transfer elevator companies in Georgian Bay and 
Great Lakes prefer the use of hopper cars because of their 
greater pet unit capacity, their more efficient loading and 
unloading characteristics and the fact that they are less 
susceptible to problems of leakage and contamination which are 
common problems with boxcars. Boxcars also have to be loaded 
and unloaded manually. Hence, the longer cycle times and less 
efficient cars used for At and East grain leads to higher 


railway costs and greater levels of subsidizaton. 


Volume Inefficiences 


At and East grain traffic also tends to lead to certain 
inefficiencies. For instance, grain shipments originating from 
the Southwestern Ontario/Georgian Bay area are a fragmented 
movement because several transfer elevators with Jimited storage 
Capacity are involved. As a result, the traffic pattern is 
sporadic and it is characterized by relatively small volumes 
moving from individual points in an unco-ordinated manner. *. 
Good examples of this pattern are illustrated by origin points 
such as Owen Sound, Goderich and Collingwood which have very 
little outbound rail traffic. 


) 
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On the other hand, the railways have been able to use solid 
trains out of Thunder Bay destined primarily for Lower 
St. Lawrence ports, e.g. Quebec, under negotiated rates with the 
Canadian Wheat Board. The railways are more interested in this 
movement because the service is generally faster and more 

ae 15 ; : 
efficient . However, in recent years this arrangement has 


heen sporadic at best. 


At and East grain traffic from the Georgian Bay area is, for the 
most part, irregular. The exact timing of shipments out of this 
area is unpredictable due to the mismatching of schedules. In 
order to maximize throughput, transfer elevators have to 
maintain a rapid turnover particularly in peak season while the 
railways are not always able to co-ordinate these shipments with 


other demands for their equipment. 


The diverse location of Ontario transfer elevators and the 
relatively low volumes of traffic complicate the distribution, 
allocation and collection of ea All At and East traffic 
1s carried to destination by either the CNR or CPR. However, 
much of the traffic originates on lines which require switching 
Or interline transfers, a complication which requires the 


carrier at the origin to supply the empty cars to shippers. 
System Inefficiencies 


The At and East subsidy program causes inefficiences in the 
allocation, positioning, distribution, collection and handling 


of railcars. 


For example, Table 21 shows that, in terms of cycle times, the 
At and East route is more costly and inefficient. Cycle times 
from the Western Canada, i.e. Manitoba, to Maritime ports 

average approximately 32 days whereas a return trip by direct 


rail route from Thunder Bay to the Lower St. Lawrence ports is 
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approximately 10 days. The longer turnaround time prevents cars 
from becoming available in a minimum time period and prevents 
the railways from securing other potential traffic. The fact 
that the primary destination of the cars carrying At and East 
traffic is the Maritimes may also limit the backhaul 


possibilities from that region. 


Demurrage charges are normally assessed by the railways when 
shippers fail to unload their grain on time. However, these 
charges are so low that they do not encourage expeditious 
unloading. As a result, railways generally fail in their 
attempt to realize the efficient turnaround of railcars. 


The milling-in-transit process also has implications in terms of 
railway efficiency, as well as the scheduling, availability and 
allocation of railway equipment. This process tends to assist 
the speedy turnaround of railway cars in the sense that flour 
mills tend to coordinate the inward movement of grain and the 
outward movement of flour in an effective manner in order to 
claim their subsidy. This allows the railways to position 
railcars both for inbound and outbound movements in an effective 


manner. 


Stop-off charges tend to distort resource allocation. The 
intent of these charges is to equalize the cost of milling flour 
across Canada. The At and East subsidy effectively puts all 
flour mills on the same footing in terms of exports in that they 
all face the same basic transportation costs. The freight rate 
paid by flour mills is not compensatory and, hence, it tends to 


distort the location and efficiency of many mills. 
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3.5 BENEFICIARIES OF THE AT AND EAST SUBSIDY 


Notwithstanding the inefficiencies inherent in the At and East 
subsidy, there are benefits associated with the program. These benefits 
accrue primarily to the flour milling industry, eastern and western grain 
producers, the railways, and some eastern transfer elevators. A brief 


description of how the subsidy benefits these participants is presented 
below. 


The milling industry benefits significantly from the subsidy program 
without which the export flour trade might become extinct. Between 1976 
and 1985, the flour industry exported 406,308 tonnes, on average, 
annually under the program. Approximately 70 percent of the flour 
shipped for export was milled in Eastern Canada. In 1985, the industry 
received about $16 million in subsidy payments compared to about 
$9.7 million in 1976. However, despite the increase in subsidy payments, 
Canada's share of the world flour market has been declining steadily. 
From about 32 percent in 1960, Canada's share of the market now stands at 
roughly 9 percent. Much of the decrease in Canadian export flour trade 
can be attributed to the significant market share captured by the EEC. 
European Community members have been heavily subsidized under The Common 
Agricultural Policy and this financial assistance has enabled them to 
increase their share of the the world flour market from about 8 percent 


in 1970-71 to 58.9 percent in 1984-8517, 


Grain producers in Eastern and Western Canada benefit through freight 
_cost savings on shipments made under the program and the realization of 
higher average returns by spreading out marketable quantities of grain 
throughout the year. This is particularly true of Ontario grain 
producers. The Ontario Wheat Producers Marketing Board (OWPMB) exports 
about 450,000 to 600,000 tonnes of grain, of which about 150,000 tonnes 
move under the At and East subsidy program. The existence of the 
Georgian Bay/Great Lakes transfer elevator facilities enable Ontario 
Producers to store their crop and market it over an extended period of 
time, thereby yielding producers the best average return. 
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The OWPMB considers the Georgian Bay terminals as excellent, 
available and capable storage facilities for Ontario wheatae The fact 
is there is not enough rail equipment nor Atlantic storage space to move 
Ontario wheat to export positions in direct shipments. Hence, the 
transfer elevator network provides a good storage alternative. Farm 
storage accounts for only about 1 to 2 percent of the Ontario crop on a 
long term basis and country elevator storage is only temporary since 
wheat normally has to be moved out to make room for other crops such as 
soybeans and corn. 


The railways - CN and CP-receive the subsidy for the transportation 
of grain and flour at the frozen rate. They also gain from the handling 
of grain at railway owned and/or operated elevators in Georgian Bay and 
Saint John, N.B. In 1985, the railways received average subsidies of 


$23.04 per tonne for grain and $63.58 per tonne for flour (see Table 9). 


As noted earlier, a number of old Ontario elevators and the elevators 
at Halifax and Saint John owe their existence to the At and East subsidy 
program. It is conceivable that Port McNicoll, Midland and Owen Sound 
would not exist as transfer facilities without the subsidy. The same is 
true of the Maritime elevators. Based on an average annual handle of 
750,000 tonnes during the 1981-82/1985-86 period, the Bay port elevator 
companies are estimated to have received about $3 million in revenue in 
1985 due to the subsidy. Bay port elevators provide Maritime elevators 
with most of their At and Fast grain traffic. This traffic accounts for 
95 percent and 70 percent of total receipts at Saint John and Halifax 


respectively. 


Those companies which own small, old bulkers and intermediate sized 
bulkers currently serving the short haul market, i.e. Thunder Bay to 
Georgian Bay and other Ontario ports, appear to benefit under the program 
as well. In the absence of the subsidy, it is likely that a portion, if 
not all, of the subsidized traffic would have been carried by 
intermediate or large sized bulkers. Considerable employment is also 
generated by the subsidy. The railways and transfer elevator companies 
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employ many people who perform grain handling and other functions. 
Undoubtedly, some of these people would be affected if the subsidy is 
repealed. 


4.6 SOME ECONOMIC IMPLICATIONS OF USING THE LEAST COST ROUTE 


As shown in section 3, strictly from an economic standpoint, there is 
a more cost efficient alternative associated with the positioning of 
grain and flour at eastern export position than the At and East route. 
The general expectation would be that in the absence of the subsidy and 
facing higher costs on the At and East route, shippers would adjust their 
routing of grain and flour shipments so as to minimize the increase 
in their transportation charges. According to Table 20, this would 
involve the movement of grain through the least cost rail-water route. 
In the case of flour, the routing could be rail-water as well. However, 
flour would be transported as grain by water to a Lower St. Lawrence port 


for miJling and eventual export. 


The feasibility of ali flour and grain being shipped through the 
least cost route is questionable. There is no doubt that grain can and 
will move from Western Canada to Thunder Bay by rail. However, it is not 
clear that western and eastern produced grain can rely solely on the 
water mode as a feasible route to export position. Water transport is 
only available during the months the Seaway is open, namely from April 
through December. The Ontario Wheat Producers Marketing Board contends 
that all of Ontario and/or western grain for export cannot be shipped to 


St. Lawrence ports and al] flour cannot be ground in Montreal. 


Table 17 indicates that the Georgian Bay elevators of Port McNicol], 
Midland and Owen Sound, the Upper Great Lakes elevator at Sarnia and the 
Atlantic port elevators at Halifax and Saint John would be seriously 
affected by the absence of At and East traffic. Without the At and East, 
it is conceivable that these elevators, perhaps with the exception of 
Sarnia, could not remain viable and would be obliged to close. This 
circumstance could have economic implications for eastern and western 


grain producers and other participants in the At and East subsidy program. 


a Foe 


Between 1975-76 and 1985-86, eastern grain producers shipped an 
average of 154,415 tonnes of wheat through the Maritime ports of Halifax 
and Saint John for export (see Table 22). This represented about 20 
percent of Ontario wheat production, but over 41 percent of total eastern 
Canadian grain exports. In the absence of the At and East subsidy this 


volume of grain would have to be moved through an alternative route. 


In the event that the Georgian Bay elevators became non-operational, 
Ontario grain producers would lose a large part of their storage 
Capacity. Up to one-third of Ontario wheat is stored in the Bay and 
Upper Lakes transfer elevators with Midland and Port McNicol] accounting 
for most of the storage. At least 20 percent of Ontario wheat production 
has been stored in these transfer elevators. This means that the Ontario 
wheat crop will have to compete more directly with other crops for 
elevator space and transportation facilities to move wheat out of 
Southern Ontario. Undoubtedly, this would accentuate storage and 


transportation problems in Ontario. 


In order to position export grain, Ontario producers would have to 
move their commodity from Chatham or Sarnia to the Lower St. Lawrence. 
Under this option it would cost more than is normally the case under the 
At and East program. This means that receipts to Ontario wheat producers 
will be less by the higher cost of moving that portion of volume which 
formerly moved under the At and East. For example, in 1985, Ontario 
wheat producers paid about $35.00 per tonne to position grain at Lower 
St. Lawrence ports compared to about $17.00 per tonne via the At and East 
route. If all Ontario export grain were move to the Lower St. Lawrence 
in 1985, wheat producers would have received $3.60 per tonne less C20" 
$18.00). Combined with the lack of transportation facilities and 
inadequate storage capacity, this cost increase would have adversely 


affected the incomes of Ontario wheat farmers. 


There is insufficient farm storage to accomodate the Ontario grain 
crop. The country elevator storage capacity is only short-term and wheat 


must move out soon after harvest to make room for succeeding crops, such 
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DUE 22 aie 
WHEAT EXPORTS THROUGH THE MARITIME PORTS IN RELATION TO TOTAL WHEAT EXPORTS - 
CROP YEARS 1975/76 TO 1985/86 


(TONNES) 
WHEAT EXPORTS FROM TOTAL EASTERN = TOTAL % 
CROP MARITIME PORTS CANADIAN CANADIAN EASTERN WHEAT 
YEAR ALL EASTERN —s WESTERN WHEAT WHEAT EXPORTS RRM 
WHEAT WHEAT WHEAT EXARTS EXPCRTS MARITIME PORTS 


1975-76 745,130 106,005 630,125 «= -326,829 ~=s-:11, 637,000 «(32.4 
1976-77 674,457 64,796 ~—«-- 609, 661 «= s«336,035 =—:12,711,000~—S 19.3 
1977-78 714,245 257,282 = 456,963 ~=—-«592,730 15,246,000 43.4 
1978-79 506,580 104,308 402,182 «109,624 ~—- 12,302,000 ~—S«95.2 
1979-80 625,840 219,502 406,338 416,709 15,215,000 52.7 
1980-81 526,000 292,023. +s 233,977 += 346, 379-~—s:15, 567,000 —s-_«84.3 
1981-82 607,000 174,068 = 432,932 ~—s«419,927. -—s-:117,972,000 = 1.5 
1982-83 559,588 60,328 + 499,260 ~—s-:106, 848 ~—=_20, 840, 803 56.5 
1983-84 574,742 141,446 = 433,206 ~=— 453,046 = 21,222,206 = 31.2 
1984-85 450,343 «80,466. = 369,877. = 455,508 += 16,912,177, 17.7 


1985-86 578,048 198,248 379,800 ‘548,931 +~=—s-17, 310, 823 36.1 


Average 596, 543 154, 415 442,128 373, 870 16, 085, 092 4.3 


SOURCE: Gsnadian Grain Gumission, Canadian Grain Exports. 
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as soybeans and corn. Ontario farmers contend that there is no incentive 
to build on-farm storage facilities because of the cost-price squeeze. 
Qurrently there are about 200 licensed primary elevator units in 
Southwestern Ontario, most of which are located in the London-Windsor 
area. It is likely that, in the absence of the subsidy, the transfer 
facilities at Georgian Bay and the Upper and Lower Great Lakes would be 
maintained as storage houses for Ontario grain in the short term. 
However, it would be difficult for these elevators to survive, in the 


long run, on revenues from storage charges. 


Western produced grain accounts for the bulk of shipments under the 
At and East program. In 1985-86, an unusually low volume year, western 
wheat exports through the Maritime ports accounted for over 65 percent of 
wheat shipments from those ports (Table 22). However, it accounted for 
only 2.2 percent of Canadian wheat exports and Jess than 3 percent of 
western grain exports. In the absence of the At and East program, these 
exports would have to find the next least cost mode of transport other 
than water transport since the majority of exports from the Atlantic 
ports occur when navigation on the Great Lakes is closed and because the 
transportation system is at full capacity during the navigation season. 
According to Table 21, the next least cost route would be direct rail 


movement from Western Canada during the winter months. 


By using the direct rail route, western grain farmers who rail grain 
for export through St. Lawrence ports would incur an increase in costs. 
The cost of moving grain by rail from Thunder Bay to the Quebec transfer 
elevator was about $40.00 per tonne in 1985. To move grain f.o.b. 
Thunder Bay to Bay ports and then rail it to Maritime ports via At and 
East rates cost about $28.00 per tonne in 1985. Hence, moving western 
produced export wheat to Quebec during the winter months would have 
increased the cost to western farmers by $12.00 per tonne 
($40. 00-$28. 00). Taking the portion of receipts that grain moving to the 
Maritimes represented, western grain farmers would have incurred 
additional costs of about 36 cents per tonne ($12.00 x 3 percent). Given 
the relatively small amount of western grain that is exported through the 
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TABLE 23 


FLOUR EXPORTS FROM MARITIME PORTS 
(TONNES) 


YEAR EXPORTS 


TOTAL CANADIAN 


THROUGH MARITIME PORTS FLOR EXARITS 


1976 309, 809 
1977 374, 779 
1978 359, 441 
1979 400, 278 
1980 345, 148 
1981 283, 180 
1982 261 , 676 
1983 323, 820 
1984 233, 347 
1985 232, 103 
Average 31 2, 358 


506, 000 
544, 000 
579, 000 
498, 000 
700, 000 
791 , 000 
570, 000 
596, 000 
595, 000 
590, 000 


597, 000 


SOURCE: (anadian Transport Gomission. 


PERCENT EXPORTED 
THROUGH MARITIME RORTS 


61.2 
68. 9 
62.1 
80. 4 
49.3 
35.8 


45.9 
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TABLE 24 


SHTEMENTS OF FLOUR MOVING UNDER AT AND EAST RAIL RATES, 
BY ORIGIN, MILLING POINT AND FORT OF EXPORT, 


1975/76 TO 1985/86 (TONNES) 


Year Origin Milling Point Montreal Quebec Hblifax St. dobn Total 

1975/76 Thunder Ray Western Canada °, 885.1 83, 232.6 45,564.8  128,682.5 
Thunder Bay Montreal 25 $00 1ee 25, 274.4 50, 871.7 

Thmder Bay Inland Points pe ey 3,527.4... 10,560. 6 

Bay Ports At Port T7056 33,645.79 22, 883.2 57, 792.4 

Bay Ports Inland Points 2,431.8 Jé°5Z453 21,559.€ AG SISd 

Total 13,580.4 166, 033.1 118,809.4  298,422.9 

1°76/77 Thunder Bay Western Canada 68, 229.6 45.6 129,236.9 52,879.7 250,391.8 
Thunder Bay Montreal 2,274.7 3,660.1 32,934.8 

Thunder Bay Inland Points 20,042.6 3,607.1 23,649.7 

Bay Ports At Port 9,136.8 319.4 18, 664.8 6,922.3 55,043.35 

Pay Ports Inland Points 25,643.3 28, 319.7 iP as 0 71,164.1 

Total 103, 009. 7 565.0 98225, Sade 845270.5. -413,483.7 

1977/78 Thunder Bay Wester Canada 21,388. 4 101,928. 7 52,863.8 176€,180.9 
Thunder Bay Montreal 22, 890. 2 10,384.6  33,274.8 

Thunder Bay Inland Points 12,251.4 64,901.0 30,662.6 107,815.0 

Bay Ports At Port 4,273.6 109.1 Le 1y ae 12,05). he we usol eee 

Bay Ports Inland Points ed 2 38, 431.2 26, 788. 0 73, 746.4 

Total 46,440. 6 109.1 242,028..6 132,750.3  421,328.6 


. /cont 


Year 


1978/79 


1979/80 


1980/81 


1981/82 
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Origin Milling Point 
Thunder Bay Western Canada 
Thunder Bay Inland Points 
Bay Ports At Port 
Bay Ports Inland Pints 
Total 
Thunder Bay Western Canada 
Thunder Bay Inland Points 
Bay Ports At Port 
Bay Ports Inlam Points 
Total 
Thunder Bay Wester Canada 
Thunder Bay InJand Points 
Bay Ports At Port 
Bay Ports Inland Points 
Total 
Thunder Bay Western Canada 
Thunder Bay Inland Points 
Bay Ports At Port 
Bay Ports Inland Points 
Tota] 


Bip 


TABLE 24 (cont') 
SHIEMENTS OF FLOUR MOVING UNDRR AT AND EAST RAIL RATES, 
BY ORIGIN, MILLING POINT AND PORT OF EXPORT, 


Montreal 


2241459 
56, 460. & 
€, 268.9 
6,530.0 


01, 374.6 


17, 48205 
54,518.4 
b,45%e1 
4, 268.3 


79,676. 3 


4,618.7 
47, 767.3 
BS 7250 
4,347.9 


5853066 
4,691.6 
57, 845.7 
478.7 


1,149.0 


€4,165.0 


1975/76 TO 1985/86 (TONNES) 


Quebec 


BY. 5 


69.3 


26.4 


26.4 


Halifax 


74, 343.6 
88, 363.0 

7,467.8 
24, 663.4 


194, 837.8 


90, 696. 3 
88,499. 5 
14, 478.8 
28, 591.6 


222, 266. 2 


43,527.8 
96, 453.1 
22, 49807 
30, 803. 4 


193, 278.0 
80, 588.1 
96, 572.7 

9, 50,1 


9, 289.0 


196,005. 9 


St. John 


88, 450.1 
47,707.0 

8,468. 8 
19,976.9 


164,602.8 


83, 867.5 
67,020.0 

8,246.8 
18, 818.0 


1789002:.3 


58,470. 8 
62,049. 4 
2,050.1 
22,290, 2 


151, 869.5 
20, 663.4 
47, 523.5 

1,833.9 


Wj1bx2 


87,174.0 


Total 


184, 967.9 
192,530. 8 
22, 205.5 
51,170. 3 


450, 874.5 


192, 042.7 
210,007.9 
26,162.7 
51 ,677.9 


479, 981.2 


106, €17.3 
206, 269. 8 
33,116. 5 
57, 450.5 


403, 454.1 
115, 043.1 
201,941.9 
11, 868.7 


17,591.2 


347, 344.9 


f SPOS oe 


Year 


SHTEMENTS OF FLOUR MOVING UNDRR AT AND EAST RAIL RATES, 
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TABLE 24 (cont') 


BY ORIGIN, MILLING POINT AND PORT OF EXRRT, 


1975/76 TO 1985/86 (TONNES) 


Origin Milling Point Montreal Quebec Halifax St. John Total 
1982/83 Thunder Bay Western Canada 612.3 64,276.0  23,957.2 88,8465 
Thunder Bay Inland Points 18,484.6 119, 65¢.¢ 41 635.9 179,780. 4 
Ray Ports At Port B71 365 261.5 4,035.0 
Bay Ports Inland Points 450.6 52100 2,902.2 8,562.9 
Total 19, 548.5 192,91°.5 68,756.8  281,224.8 
1083/84 Thunder Bay Western Canada 1,920.0 100, 515.0 33, 37627001135, 820.7 
Thunder Bay Inland Points 22,932.C 142, 338.6 30,500.9  206,465.5 
Bay Ports At Port 0.0 2,452.4 42.2 2,494.6 
Bay Ports Injand Points 2, 768.9 4,218.3 36756 &, 354.8 
Total 27,€29.9 249, 524.3 74,296.4  353,135.6 
1984/85 Thunder Bay Western Gnada 4,281.8 O:0 «83, 770.6 12,330.0 100,382. 4 
Thunder Bay Inland Points 19,498.35 1,416.1 112,674.0 20,508.1 154,296.5 
Ray Ports At Port 0.0 0.0 0.0 0.0 0.0 
Bay Ports Inland Points 559.0 38.8 3,540.3 524.8 4,662.9 
Total 24, 330.1 1,654.9 199,984.° 33,362.9  259,341.8 
1985/86 ‘Thunder Bay Wester Canada 5,691 - 50, 450 9,512 65,653 
Thunder Bay Inland Points 20,789 - 106, 641 13,554 140,984 
Bay Ports At Port - 4 : £ : 
Bay Ports Inland Points 783 38.8 2,240 984 4,007 
Total 210,643 


Sources: Canadian Transport Commission (CTC); Canada Grains Council. 
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Maritime ports, the impact on western producers of using the least cost 
route would have been negligible. 


The impact of the At and East program on flour exports is 
significant. Canadian flour markets have been declining due largely to 
the growing dominance of the EFC in world flour markets. The At and East 
program has encouraged the inefficient location of flour production which 
raised transportation costs by more than the amount of the subsidy. The 
subsidy program and related stop-off charges for grain milled in transit 
has also served to equalize transportation costs for millers across the 


country. 


Without the subsidy program, the natural economies of transporting 
and producing flour for export would favour the transportation of grain 
by water to a Lower St. Lawrence port for milling and eventual export. 
Such a change in transportation pattern and milling activity would 
involve massive dislocation of Canadian flour milling operations. The 
majority of flour mills are located in Eastern Canada, with those located 
in Ontario and Quebec accounting for over 65 percent of the milling 
capacity in Canada. The mills in the Prairie provinces account for 
approximately 30 percent and those in British Columbia and Nova Scotia 
account for the Seneca Of the mills in Eastern Canada, most are 
located at or in the vicinity of ports such as Montreal, Toronto, Port 
Colbourne and Midland. However, most of the flour milling activity 
occurs at inland locations, e.g. Hanover. For example, in 1985-86, of 
the 210,643 tonnes of At and Fast flour milled in Canada 65,653 tonnes or 
31.2 percent was milled in Western Canada and 140,984 tonnes or 66.9 
percent was milled at inland locations (see Table 24). In the absence of 
the subsidy almost all this activity would be concentrated in Quebec, and 
there would be additional costs for transporting the by-products of 
milled wheat, ag. bran and shorts, to the domestic market in Ontario. 


The absence of the subsidy would also mean that there would be a 
significant shift in the export position of Canadian flour. Table 23 
shows that in the ten year period 1976 to 1985, an average of over 52 


oo 


percent of Canadian flour exports exited the country from the Maritime 
ports of Halifax and Saint John. It is likely that those export volumes 
would leave the country through Lower St. Lawrence ports and much of the 
income and employment generated by the Dover flour mill in Halifax and 
the elevators at Halifax and Saint John would disappear. 


Closure of the Maritimes transfer elevators may also affect the grain 
economy of that region. From the regional livestock feeder's point of 
view, the continued existence of the Halifax elevator is Critical. roma 
transportation pricing perspective. Its importance stems from the 
competitive impact that the existence of water competitive rates are able 
to have on rail transportation rates for feed grains moving into the 
region. Without this influence, livestock feeders could expect to pay 
even more for their current feed requirements unless compensation through 
Feed Freight Assistance increases. On the other hand, higher grain 
prices should act as an incentive to increase Maritime self-sufficiency 
in feedgrains. However, higher grain prices in the Maritimes might not 
increase self-sufficiency if higher prices make grain products 


uncompetitive with products produced outside the region. 


It is expected that there would also be some impact on the revenues 
of companies which own small lakers serving the Lake Ports. The greatest 
proportion of bulker capacity was built during the decade immediately 
following the opening of the St. Lawrence Seaway in 1959. As a result, 
many of these vessels would probably become useless in the absence of At 
and East grain traffic. Already several of these old carriers are being 
scrapped and not being replaced. 


There is clear evidence that the At and East grain subsidy program 
has been, and still is, of significant importance to Ontario grain 
producers, Maritime and Bay port transfer elevators and their associated 
local economies, and the Canadian flour milling industry. Other sectors 
of economy do derive benefits from the program but it is doubtful that 
its elimination would seriously affect their viability. In the absence 
of the subsidy program, economic units that have considerable dependence 


in 


on the program would have to re-orient their activities or go out of 
business. In the case of the flour milling industry, it is likely that 
the size and scope of this sector would be greatly reduced and the export 
market might disappear, unless the government introduced some sort of 
assistance program. With regard to the transfer elevator network, it is 
doubtful that elimination of the subsidy would adversely affect the 


system. It may, however, lead to the rationalization of the system. 
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CHAPTER 4 
FUTURE VIABILITY OF THE TRANSFFR ELEVATOR NETWORK 


The preceeding chapters have highlighted the importance of the 
transfer elevator system in eastern grain handling and the effects of 
transportation freight rates/tariffs on the system. The function of the 
transfer network in facilitating domestic and international grain trade 
has been emphasized. It is obvious that the system is critical to 
Ontario's and, to a lesser extent, Western Canada's grain industry. 

While it appears true that government subsidization of freight rates 
through the At and East program has resulted in the continued existence 
of some of these elevators, the claim could be made that the future 
viability of the eastern transfer system is not entirely dependent on the 
At and East since this subsidy is considered critical to only the 
Georgian Bay and Atlantic Coast elevators; these elevators account for 
less than 10 percent of average total grain receipts. It would appeat 
that the future viability and performance of the transfer network 
depends, to a greater degree, on Canada's ability to continue to use the 
Great Lakes/St. Lawrence Seaway system as a viable alternative to market 
its grain and grain products. This chapter discusses the future 
prospects of the eastern transfer elevator system in connection with some 
of the economic and other factors which have affected, and could probably 
affect, Seaway traffic and, ultimately, elevator performance in the 


future. 


There are a number of factors which have affected Seaway traffic in 
the past. These include the world and domestic grain supply /demand 
conditions; the agricultural policies of major grain producers as well as 
traditional consumers; the Soviet Union - North American grain trade 
situation; the capacity of the grain transportation system in both Canada 
and the U.S; U.S. agricultural and foreign aid policy; and the 
comparative costs of transportation, both inland and by water. A brief 


discussion of some of these factors is presented below. 
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Grain, iron ore and coal are the major cargoes which have used, and 
still use, the Seaway system. However, grain is by far the greatest 
single most important bulk commodity in terms of volume. It accounts for 
about 45 percent of Seaway traffic while iron ore, coal, other bulk and 
general cargo account for 19 percent, 13 percent, 16 percent and 7 
percent respectively. The movement of grain down the Seaway provides 
a backhaul for the upbound movement of steadily decreasing volumes of 
iron ore. Reduction of iron ore volumes and, therefore, opportunities 
for backhaul cause Seaway grain transport costs to increase. Most of the 
grain moving through the Seaway system is destined for Furope, the . 
U.S.S.R., North Africa/Middle East and Latin America. 


In 1984, Canadian produced grain accounted for 67 percent of Seaway 
grain traffic while U.S. export shipments made up the rest. Wheat is the 
most important component of Canadian grain shipments. In 1984, it 
accounted for 82 percent, followed by barley 12 percent and corn 4 
percent. In contrast, U.S. grain traffic represented 33 percent of total 
grain flow comprising of 40 percent wheat, 30 percent corn, 13 percent 


soybeans, 10 percent sunflower seeds and 7 percent barley. 


In recent years grain shipments on the Seaway have experienced wide 
fluctuations. In 1985, grain exports from North America fell 
dramatically in face of plentiful world supplies and extremely 
competitive market conditions. Tota] Canadian and U.S. grain shipments 
via the Seaway in that year dropped about 30 percent compared to 1984. 
The total of 16 million tonnes for 1985 represented a rather substantial 
decline from the 25 million tonne average experienced over the preceeding 


seven years. 


At present, world grain markets show no indication of becoming less 
competitive and the decline of the U.S. dollar vis-a-vis other major 
Currencies together with that government's export enhancement program 
could make some inroads into traditional Canadian markets in the future. 
This could have serious implications for Seaway traffic volume and 
elevator capacity utilization. 


- 89 - 


Recent data indicate that the share of Canadian grain export 
shipments through the Seaway is declining compared to the amounts moving 
to the west coast outlets at Vancouver and Prince Rupert. Traditionally, 
an average of well over 50 percent of Canadian exports have moved by rail 
to Thunder Bay and by water to transfer elevators on the Lower 
St. Lawrence. In 1985, however, the Seaway's share dropped to about 
47 percent. Much of this decrease could be attributed to weak demand for 
Canadian and U.S. grain. At the same time, however, there are some 
indications that the traditional export policies of the Canadian Wheat 
Board (CWB) may be undergoing a fundamental change - one that would seem 
to favour grain movements to the west coast for export rather than east 
through Thunder Bay to the Lower St. Lawrence. 


There has been a sligeestions that this change in port preference is 
primarily due to the fact that transportation costs, which are reflected 
both in the price to the customer and the return to the producer, are 
significantly lower via the Pacific route than via the Seaway. For 
example, in the past, there was a premium of between $5 and $6 per tonne 
in selling grain out of the St. Lawrence versus Vancouver. This premium 
covered the freight rate of moving grain from Thunder Bay to the Lower 
St. Lawrence. However, the premium has disappeared leaving the price of 
grain in the St. Lawrence identical to the price at Vancouver. Along 
with this circumstance, ocean freight rates have equalized and lake rates 
and fobbing costs at Thunder Bay have increased to the point that moving 
grain through the St. Lawrence costs the CWB $22.00 per tonne more than 
by taking possession of the grain at cna os This $22.00 per tonne 
is a direct cost to farmers who deliver because the cost comes out of 
their pool. In view of the transportation costs and the Board's desire 
to maximize producer returns, it is conceivable that attempts would be 


made to put as much tonnage as possible through the west coast. 


There are other factors which have affected, and still have the 
potential to affect, Seaway grain traffic performance. Two of them are 
dealt with here. One is the reliability of the Seaway system as a 
dependable export route. This is an important consideration in view of 
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three major shutdown incidents due to labour disputes and infrastructure 
problems in the last two years. These circumstances have caused 
difficulties to those who use or provide Seaway services and call into 
question the long term competitiveness of the route. The drastic 
reduction in productivity which resulted from Seaway shutdowns only 
served to embolden some groups to ask for more Inland terminals in 
Western Canada to clean grain for eventual export via the direct rail 


route. 


Another factor is Seaway tolls. When Canada and the U.S. agreed in 
the 1950's to jointly construct and operate a deep waterway between 
Montreal and Lake Ontario, it was understood that these costs would be 
paid for by tolls levied on those who benefited most directly, i.e. the 
users. Thus, since 1959 Seaway tolls and finances have been a continuing 
and highly controversial issue in the evolution of the transportation 
system. The St. Lawrence Seaway Authority is expected to implement a 
toll policy designed to ensure that its operation and maintenance costs 
would be met without the need for assistance from the public purse. This 
is a very difficult task in view of declining demand for Seaway 
services. Increasing the level of tolls may only serve to discourage the 
use of the waterway in the future, especially when U.S. routes are 


becoming more attractive. 


The Seaway competes with the Mississippi River for grain and other 
traffic. Some dendies? have found that it is cheaper to move Canadian 
grain via the Mississippi route rather than Thunder Bay. If the costs of 
shipping on the Seaway escalates it is likely that there would be 
pressures put on the CWB to consider the use of the Mississippi or other 
Canadian routes to the detriment of the Seaway and the transfer elevator 
system. 


Notwithstanding the real and potential difficulties which have been 
identified, the St. Lawrence Seaway Authority has projected increasing 
volumes of grain traffic through both sections - the Welland Canal and 
Montreal/Lake Ontario - to the year 2000.° The Authority has concluded 
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that grain traffic through the waterway would fluctuate between a minimum 
of 23 million tonnes and a maximum of 42 million tonnes in the year 2000, 
the exact level depending on the production levels of Eastern Block 
counties, especially the Soviet Union, and the political environment 
resulting from the relationship between the U.S.S.R. and the UrSaneini s 


forecast would seem to be unrealistic in view of recent volume trends. 


Other forecasts of grain traffic through the Seaway are less 
optimistic. For example, Garter” states that the Authority figures are 
too high for a number of reasons. A few are mentioned here. First, U.S. 
grain shipments through the Seaway are falling. Second, U.S. Guif port 
shipments have gained relative to Seaway shipments. This is partly due 
to the changing freight rate relationships in the U.S. Third, the QWB 
has recognized the cost advantage of expanding exports through the 
Pacific ports rather the Seaway system. Carter insists that if these 
economic conditions prevail, Canadian grain exports through the Seaway 
system may begin to decline as they have in the U.S. 


The difficulties in arriving at an acceptable forecast are wel] 
understood. In the long run, however, if grain exports through the 
Seaway achieve a level of sustained growth, then it is quite likely that 
some eastern transfer elevators would continue to be utilized to 
capacity, especially those located in the Lower St. Lawrence. It 1S 
doubtful whether increasing volumes of grain moving east would have any 
significant impact on the productivity of transfer facilities with 
inherent volume constraints. If shipments through Thunder Bay decline in 
the long run, the consequences could be severe for the high throughout 
facilities on the Lower St. Lawrence. 


In the short run, Great Lakes and Bay port elevators will continue to 
be used as storage houses. However, if the government were to eliminate 
the At and East subsidy, it is likely that Bay port and Atlantic coast 
elevators would face serious difficulties and most of them might go out 


of business in the long term. 
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In the event that Bay Port and Atlantic transfer elevators go out of 
business, there would be a rationalization and restructuring of the 
transfer network. It is likely that increasing volumes of grain would be 
moved to Lower St. Lawrence ports for export since Upper and Lower Great 
Lakes facilities are essentially storage oriented. Higher levels of 
throughput at Lower St. Lawrence elevators would serve to improve their 
turnover ratios and enhance their revenues. Closure of At and East 
dependent elevators would also result in a more orderly movement of 
grain. Instead of the "backward movement" of Prairie and Ontario grain 
through Bay Port facilities, grain would move from Thunder Bay by 
laker/train to St. Lawrence ports thereby cutting down on cycle times and 


improving the efficiency of the eastern grain handling system. 


Some form of government assistance would be necessary to cushion the 
full effects of such a transition. In Ontario, it may be necessary for 
the government to assist with an on-farm storage program or some other 
type of program which would help ensure adequate storage space for 
Ontario grain and cash crops. Jn Atlantic Canada, government assistance 
could be provided through increased levels of Feed Freight Assistance 
payments or to projects designed to increase grain storage for processing 
and livestock use. 


In the final analysis, the development of a more efficient eastern 
transfer elevator system cannot be achieved without significant 
modification to the existing routes and modes of transportation. It is 
obvious that there would be gainers and losers in effecting change but 
the obstacles to change are not insurmountable. 
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FOOTNOTES 


See H. Ghonima, ''The Future of the Seaway Traffic''. 

Feb., 1986. Paper presented at the University of Manitoba 
Transport Institute Conference on The Future of the Great Lakes 
- St. Lawrence System, June 1986 p. 5. 


Ibid; «<p... 


See D. Kraft's comments in University of Manitoba Transport 
Institute Conference Proceedings on The Future of the Great 


Lakes - St. Lawrence Seaway System p. 41. 


Ibid. 


See Gerry E. Fruin ''The Mississippi River Alternative - Or is 
There an Alternative to the Mississippi River''. Paper presented 
at University of Mabitoba Transport Institute Conference on the 
Future of the Great Lakes - St. Lawrence Seaway System, June ' 86. 


See_H. Ghonima,;,Op..cit p.; 1A. 


See Colin A. Carter ''Projecting Future Grain Flows" in 
University of Manitoba Transport Institute Conference 
Proceedings on the Future of the Great Lakes - St. Lawrence 
Seaway System, June, 1986, pp. 29-30. 
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"AT AND EAST" GRAIN SHIPMENTS BY 


TRANSFER ELEVATOR ee TO 1980/81 


(TONNES 

ELEVATOR TYPE OF GRAIN 

LOCATION SHIPMENTS 1971/72 1972/73 1973/74 1974/75 1975/76 = 1976/77 

GEORGIAN BAY/UPPER 

LAKE PORTS 

Port McNicol] "At and East" 249,624.6 278,887.5 130,165.5  200,829.3 298,794.7 238,697.2 
Total Shipments 252,211.3 291,632.2 192,594.7 224,973.4  329,404.9 287,711.9 
Share of "At and East" (%) 99.0 95.6 67.6 89.3 90.7 98.6 

Midland "At and East" 264,712.6 302,487.4 162,226.5  300,844.0 349,444.2 261,354.8 
Total Shipments 464,445.6 517,120.3 376,417.6 569,695.6 509,685.00 487,149.0 
Share of "At and East" (%) 57.0 58.5 43.1 2.8 68.6 53.6 

Collingwood "At and East" - 8,406.0 ~ - 228.9 ~ 
Total Shipments 67,979.6  93,487.5 110,143.1 99,585.9 105,768.0 93,350.7 
Share of "At and East" (%) - 9.0 - ~ 0.2 - 

Owen Sound "At and East" 84,320.5 93,796.6  38,303.1  39,015.5 113,450.6 65,015.1 
Total Shipments 174,912.9 191,796.1 174,560.4 140,637.5 206,633.9 172,770.4 
Share of "At and East" (%) 48.2 49.9 21.9 9797 54.9 37.6 

Goderich "At and East" 63,800.7 83,815.2 14,754.4 - 26,912.7. 3,018.6 
Total Shipments 307,228.4 348,212.7 380,111.2 344,465.9  292,165.7 399,485.9 
Share of "At and East" (%) 20.8 24.1 3.9 ~ 9.2 0.8 

Sarnia "At and East" 93,038.0 110,918.7 111,012.7  117,029.2 119,923.0  32,586.2 
Total Shipments 361,161.1 350,541.2 350,243.4  323,091.5 404,278.1 441,746.3 
Share of "At and East" (%) 25.8 31.6 3127 31.4 29.7 18.7 

Windsor "At and East" - - - ~ - - 
Total Shipments - - - - : 
Share of "At and East" (%) - = 2 ~ . - 

LOWER LAKE/UPPER 

le LAWRENCE PORTS 

Port Colbourne "At and East" 15,578.2 - - - - - 
Total Shipments 136,308.6 211,760.8 102,841.5 145,763.4  196,322.9 164,901.6 
Share of "At and East" (%) 11.6 - - - - - 

Kingston "At and East" 43,636.0 4,235.3 4,910.2 44,153.4 63,550.3 - 
Total Shipments 92,914.6 140,948.2 65,246.7 67,472.9 100,635.4 81,965.7 
Share of "At and East" (%) 47.0 3.0 7.5 65.4 63.1 ~ 
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"AT AND EAST" GRAIN SHIPMENTS BY 
TRANSFER ELEVATOR 1971/72 TO 1980/81 


(TONNES) 
ELEVATOR TYPE OF GRAIN 
LOCATION SHIPMENTS 1977/78 1978/79 ~=1979/80 1980/81 10 Yr. 
Average 
GEORGIAN BAY/UPPER 
LAKE PORTS 

Port McNicol] "At and East" 259,098.7 175,482.0 208,447.0 241,231.9 241,625.8 
Total Shipments 293,808.7 175,840.8 209,175.4 259,679.8 260,712.6 
Share of "At and East" (%) 88.2 99.8 99.8 92.9 92.6 

Midland "At and East" 252,850.0 204,801.5 275,208.7 243,924.8 261,794.5 
Total Shipments 486,646.1 410,146.2 510,360.2 436,109.3 476,777.3 
Share of "At and East" (%) 51.9 49,9 53.9 55.9 54.6 

Collingwood "At and East" 6,486.4 3,786.5 - - 1,890.2 
Total Shipments 130,098.0 165,431.7 118,607.8 124,119.5 110, "369.5 
Share of at and East" (%) 5.0 Zi3 ~ - 2 

Owen Sound "At and East" 88,033.5 34,184.6 25,865.7 29,922.9 61,190.5 
Total Shipments 168,824.7 151,556.2 120,144.6 125,707.9 162,754.6 
Share of "At and East" (%) 52.1 22.5 21.5 23.8 37.6 

Goderich "At and East" 3,489.9 380. 1 ~ - 19,617.4 
Total Shipments 479,084.4 398,228.0 458,716.8 491,096.5 389,889.5 
Share of "At and East" (%) 0.7 0.1 - - 5.4 

Sarnia "At and East" 40,110.3 84,147.0 128,769.5 78,870.1 96,640.3 
Total Shipments 499,634.2 364,568.2 575,599.5 781,960.1 450,282.3 
Share of "At and East" (%) 8.0 14.5 22.4 10.1 21.5 

Windsor "At and East" - - - - - 
Total Shipments ~ - 55,467.6  421,488.0 47,695.1 
Share of "At and East" (%) —- ~ - ~ - 

LOWER LAKE/UPPER 

ST. LAWRENCE PORTS 

Port Colbourne "At and East" - ~ ~ 1,575 
Total Shipments 347,327.5 102,593.9 238,261.8 325, a. 7 197,205.7 
Share of "At and East" (%) = - - - 0.9 

Kingston "At and East" - - - ~ 16,048. | 
Total Shipments 58,000.3. 11,043.1 174,999.3 76,400.6  86,962.5 
Share of "At and East" (%) 18.1 


Or ne orotan ee eran ae) = ee eee 


"AT AND EAST" GRAIN RECEIPTS OR SHIPMENTS BY 
TRANSFER ELEVATOR 1971/72 TO 1980/8] 
(TONNES) 


ELEVATOR TYPE OF GRAIN SHIPMENTS 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 
LOCATION 
Toronto "At and East" 
Total Shipments 
Share of "At and East" (%) 
Prescott "At and East" 15, 766.0 ~ - - - 13,249.4 
Total Shipments 252,806.4  368,357.8  283,768.5  274,073.6  330,221.7 281,394.5 
Share of "At and East" (%) 6.2 - - - - 4.7 
LOWER ST. LAWRENCE PORTS 
Montreal "At and East" 2,206.6 ~ ~ - - - 
Total Receipts 2, 188, 783.7 3,630,105.8 3,742,715.8 2,993,339.2 3,226,223.1 2,377,186.9 
Share of "At and East" (%) 0.1 - - - - - 
Sore] "At and East" - - - - - - 
Total Receipts 1,202,379.3 1,046,665.3 875,673.4  893,077.9 1,011,751.6 1,018,761.3 
Share of "At and East" (%) - - - = - - 
Trois Riv. "At and East" ‘ - “ - - ~ - 
Total Receipts 809, 895.3 1,274,918.6 1,035,039.1 723,117:7 © 880,082.2  857,359.1 
Share of "At and East" (%) ~ - 2 Z sf - 
Quebec "At and East"** - - ~ ~ - - 
Total Receipts 1,674,446.4 2,180,446.7 2,099,841.5 1,492,800.8 2,355,017.3 2,138,402.9 
Share of "At and East" (%) - - - 1.0 0.6 - 


Port Cartier "At and East" - - a 2 M . 
Total Receipts 3,034,711.0 2,906,023.9 4,400,201.2 2,883,745.6 3,689,503.5 3,306,432.7 
Share of "At and East" (%) ~ - - a3 % p 


Baie Comeau "At and East" - = ks s “ ze 
Total Receipts 3,076,004.6 3,082,744.1 2,206,385.5 1,818,701.3 3,063,986.1 2,872,099.1 


Share of "At and East" (%) - 


Toronto 


Prescott 


"AT AND EAST" GRAIN RECEIPTS OR SHIPMENTS BY 
TRANSFER ELEVATOR 1971/72 TO 1980-81 


LOWER ST. LAWRENCE PORTS 


Montreal] 


Sorel 


Trois Riv. 


Quebec 


Port Cartier 


Baie Comeau 


(TONNES) 
TYPE OF GRAIN 
SHIPMENTS 1977/78 1978/79 1979/80 1980/81 10 Yrs. 

Average 

"At and East" - - 18, 438.6 - ~ 
Total Shipments 363,530.1 353,005.7 3065,994.3 319;23ik0i2 T345176. 1 
Share of "At and East" (%) - ~ 6.0 - 0.6 
"At and East" 14,027.5 ~ - 35,097.8 7,814.1 
Total Shipments 290,406.9 228,742.9  309,866.7 277,281.8  289,792.1 
Share of "At and East" (%) 4.8 - - 12.6 1.8 
"At and East" 31,558.0*  1,363.3**  1,647,.9%* 49.9% 3,628.5 
Total Receipts 3,325,341.4 1 945, 267. 7 3,119,697.0 4,252, ae 1°35; 060/157.7 
Share of "At and East" (%) 0.9 0.1 0.1 0.001 0.1 
"At and East" 995.4%* 24,554 9x - 2,555.0 
Total Receipts & 4h, 341.0 1,494,852.0 1, 814, 979.0 1, 476, 919.0 1,207,939.9 
Share of "At and East" (%) - 0.1 1.3 0.1 
"At and East" ~ - - - “ 
Total Receipts 1,053,355.0 1,352,586.0 1,472,572.0 870,072.3 1,032,894.7 
Share of "At and East" (%) ~ - - = +s 
"At and East''** 15,978.8 - 18,324.3 784.5 6,403.7 
Total Receipts 3,207,444.0 2,914,505.0 4,249,688.0 4,406,271.0 2,671,886.4 
Share of "At and East" (%) 0.5 ~ 0.4 0.02 0.3 
"At and East" - - - - - 
Total Receipts 4,370,691.0 4,558,652.0 4,788,131.0 4,686,587.0 3,762,467.9 
Share of "At and East" (%) ~ - - = ¥ 
"At and East" ~ - - ~ - 
Total Receipts 2,907,265.0 3,552,757.0 2,598,711.0 3,682,192.0 2,886,084.6 


Share of "At and East" (%) = 


"AT AND EAST" GRAIN RECEIPTS BY 
TRANSFER ELEVATOR 1971/72 10 1980/81 
(TONNES) 


Bane 


ELEVATOR TYPE OF GRAIN 


LOCATION RECEIPTS 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 
eer ORE Sales Februar eee 
MARITIME PORTS 
Saint John**** "At and East''** 433,305.4  523,208.9  221,458.8  368,073.0 468,457.0*** 451,922.7 
Total Receipts 463,146.6  524,748.6  243,646.2  466,942.4 439,938.4 469, 547.3 
Share of "At and East" (%) 9520 oor. 90.9 78.8 106.5 96.2 
Halifax "At and East" 309,463.8  349,196.1  233,343.4 310,897.8 — 466,314.2 279,875.9 
Total Receipts 589,389.4  525,743.7 441,792.0. 459,670.9  479,497.3 384, 650.1 
Share of "At and East" (%) 67.8 66.4 52.8 67.6 93. 1 72.8 


"AT AND EAST" GRAIN RECEIPTS BY 
TRANSFER ELEVATOR 1971/72 TO 1980/81 
(TONNES) 


a 


ELEVATOR TYPE OF GRAIN 


LOCATION RECEIPTS 1977/78 1978/79 1979/80 1980/8] 10 Yrs. 
ieoicemeen Average 
feet, . x Wht wed Buh NS ee eee 
MARITIME PORTS 
Saint John**** "At and East"** 377,827.2  283,964.1  409,565.7  366,452.1 390,441.5 
Total Receipts 416,649.  276,829.1 438,538.1 376,040.9  411,602.8 
Share of "At and East" (%) 90.7 102.6 93.4 97.4 95.0 
Halifax "At and East" 240,577.8  216,458.9  316,765.7 288,426.4 310, 132.0 
Total Receipts 477,827.8  388,290.8 430,468.7 408,899.00  458,623.0 
Share of "At and East" (%) 53.7 55.7 73.6 70.5 67.4 


* Port Colborne Ports Canada only; } 
** Refers to receipts under "At and Receipts" rates, not shipments ; 
4k Discrepancy apparently due to differences in recording payment and shipments years 
eek Combines data from Saint John and West Saint John; 
Jeicock eles all F.F.A. and "At and East" grain shipped fram Port Colborne for the years 1971/72 to 
976/77. 


SOURCES: Canada Grains Council, Easterns Grain Handling and Transportation Report, Winnipeg; April 1979. 
Canada Grains Council, Selected Statistics on Grain Moverents Through the Transfer Elevators in 
Eastern Canada, 1977/78 to 1980/81, Winnipeg, Septerber 1982. 
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